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THE LONG AND SHORT HAUL 


Errata 
p. 7, footnote — "1852" should read "1851". 
~ after "cap. 51" add "especially Section 14 subsection 1". 
me. 10; line 5 ~ after "as section 260" add "subsection 2 and 3." 
p. 12, line 16 ~ "page 504"' should read "page 505". 
p. 17, line 19 - delete the second "the". 
>. 17, line 20 - "which" should read "and". 
p. 19, line 12 ~ N55) OonaGs (ADs SHOU read 95. O.. Mss) sea.” 
p. 19 - between paragraph ending at line 36 and paragraph starting 
at line 37 insert "And at page 48". 
m2k top. 35 ~ These figures must be altered in line with Appendix A, 
Schedule 1, (REVISED) . 
Pp. 54. to p. 57 - Table 2 replaced by Table 2 (REVISED). 
v. 64, line 21 - delete "There is a substantial element of market 
competition via the Panama Canal or by any other route." 
p. 64, line 35 ~ "envolve" should read "evolve". 
p: 65, line 5 ~ "is boats" should read "is the boats". 
‘p. 66, footnote ~ "Monthly Traffic Reports" should read "Monthly Railway 
Traffic Reports". 
p. 69, line 3 - "route" should be "rate" 
p: 73, line 5 - "and" should be "an" 
p. 76, &th line from bottom —- —- "Behlmar" should be "Behlmer" 
4th and 5th line from bottom -- The phrase "not merely competition 
with carriers not subject to the Act" should be in parentheses. 
p. 79, line 5 - "Spokan"' should be "Spokane" 
p. 81, 6th line from bottom -- "pp. 77-78" should be "pp. 76—77" 
p. 82, Ath line from bottom -— "pp 79-80" should be "pp. 80-81" 
p. 85, lines 5 - 7 -- The Supreme Court decision mentioned in Intermountain 
Rates Cases, 234 U.S. 467 (1914) 
‘Pp. 91, line 1 of text - "Charcterized" should be characterized" 
me 94, line 13 - "unue" should be "undue" 
p- 96, line 2 - "in grease" should be "in the grease" and enclosed in 
quotation marks 
p. 98, lines 9 & 10 - Delete reference in parentheses, and at end of line 8 


insert "(see p; 93, supra.)" 


paragraph 2, line 8 "91-96" should be "92-95" 


p. 105, line 12 - "ynreasonably" should be "unreasonable" 
p. 140, paragraph 2, line 1 - "gi" should "93" 
p. 143, 10th line from bottom of page -- "mature" should be "nature" 
p. 145, 4th line from bottom -- "as" should be "is" 
Peet 51,. line 1 - "890-84" should be "92-91" 

cine ss — "84-86" should be "96-97" 


line 6 -- "99-91" should be"101-102" 
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PART - INTRODUCTION 
A. The General Problem of Long-and-Short-Haul Discrimination. 


Long-and-short-haul discrimination is a special type of place 
discrimination and has been called by one authority the "most extreme 
form of local discrimination”. (pete R.L., The Long-and-Short-Haul 
Principle of Rate Regulation. Ohio State University Press, 1935.) 
Long-and-shortehaul discrimination is composed of three elements: 

(a) a higher absolute rate for shorter than for longer distances, 
(bv) shipments of like kinds of freight, and (c) shipments over the 


same route in the same direct‘ion, the shorter haul being included 


within the longér. 


This type of discrimination has been the subject of controversy 
in Great Britain, in the United States and in Canada. In each of these 
countries railroad regulation has been designed to prohibit or control 


such discrimination. 


The nature of the discrimination may be illustrated by the follow- 


ing example. 


If a railroad charges a rate of $1.00 per hundred pounds for transport- 
ing a certain commodity from A to B and $1.25 for carrying it from A to 
C, the carrier is practising the type Daaaor minerion to which we 

refer. A similar discrimination results if the rate from C to A is in 


excess of the rate from B to A. 


The first illustration is an example of destination discrimination 
inasmuch as the shipment originates at A. The second illustration is an 
example of origin discrimination with the goods moving to A from either 
BorcC. Every case of long-and-short~-haul discrimination can be termed 


either origin or destination discrimination. It is not unusual to find 
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that both of them affect a particular community, and when this double 
discrimination is in force, the people of the community are likely to 


suffer both as producers and as jobbers. 


The explanation of long-and-shortshaul discrimination, like the 
explanation of other forms of discrimination, is to be found in the 
nature of railroad expenses. The fact that a large proportion of a 
railroad's expenses are constant or overhead costs, * which in the 
short run do not vary with the volume of traffic, provides the key to 
the explanation. The railroad rates at the intermediate point C may be 
reasonable, but if competition makes it impossible to carry traffic 
from A.to B at a comparable rate the railway will tend to lower its 
charge to B and take the movement. The railways will contend that as 
long as the through rate to B covers the additional expenses it 


occasions, the railways and all the shippers are better off. 


B. The Forms and Causes of Long-and-Short-Haul Discrimination. 


Competition is the leading cause of long-and-short-haul discrim- 
ination.. This competition must, first, be more important at a more 
distant locality than at an intermediate locality, and, second, be so 
effective at the more distant point that the railroad cannot afford to 
reduce the general level of its rates in line with the charge to the 
more distant point. lLong-and-short-haul discrimination is therefore 
the result of the presence of competition at certain places and its 


relative absence at others. 


It is convenient to distinguish four general competitive 


situations which give rise to long-and-short-haul discrimination 


* See Locklin, D. Philip, Economics of Transportation. Richard D. 
Irwin, Inc. 1947. pp. 535-536. Bigham, Truman C., Transportation 
Principles and Problems. McGraw-Hill Book Company, Inc. 1947. pp. 
110-112. Jackman, W.T., Economic Principles of Transportation, the 
University of Toronto Press. 1935. pp. 254-255. 
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(1) Competition Between Railway Routes Having Similar Mileage and Costs. 


Railroads x and y have similar mileage and costs between points A and B. 
Points C and D are intermedicnte to B on railroads y and x respectively. 
Because of competition at B between railroads x and y on traffic from A 
the rete is depressea below the rate to the non-competitive points C 
ena D. Long-anc-short-haul Ciscrimination is thus created at these 


intermeciate points. 


(2) Competition of a Circuitous Rail Route With a Direct Rail Route. 


Railroad x forms a direct route between A anc B. Railroad y is a 
circuitous -route between the same points. Let us suppose that both 
railroacs adoost the same cistance scale of rates and that by railroad x 
the rate from A to B is $1.25 and by railroad y the rate from A to C is: 
G1.40, and from A to B is $1.50. Under these conditions the traffic from 
A to B woulé all move by railroad x. Railroad y's rate of $1.50 would 
only be a “paper rate” because no traffic would move under it. If rail- 
¥Yoot y is to carry eny of the A to B traffic it must meet the rate 
charged by x, namely, 41.25. If railroad y reduces its A to B rate to 
41.25 it immediately creates long-ané-short-haul discrimination at C 


where the rate remains at $1.40. 


Lower Coste @.f. 


(3) Competition of a Railrouc With Carriers Naving 


Water, Pipélines, etc. 
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This situation is comparable to that outlined in (2) above. The 


difference is that the circuitous carrier has the lower rate. 


Railroad x has a direct Tine between A and B, two.points which are 

subject to competition by a water route y. ‘Under the railway distance 
scale the rate from A toC on a.certain article is $1.00, and from A 

to B $1.25. The water rate on the same article between A and B is 80¢. 
Under these conditions railroad .x will have to meet the water rate at B 

or lose the.traffic.. (For convenience we assume absolute rate competition 
with no compensating rail advantages.) In meeting the water rate at she Be 


creates long-and-short-haul discrimination at C where the rate remains . 


at $1.00 


(4) Competition due to Alternate Sources of’ Supply i.e. Market Competition. 


Points. A and 'D produce a commodity,;consumed at B and C. Railroad x 
has a distance scale rate of $1.00 Trom A Go .C and’ $1 .25_frem-A‘to ne 
- Railroad y' has a rate (on the same scale as x) of 75¢ from D to B. 
Consumers in B will draw all their Beri from D unless railroad x gets 
the commodity to them from A at a rate of 75¢. In granting the 75¢ rate 
from A to B railroad x creates long-and-short-haul discrimination at C 


where the rate remains at $1.00. 


These examples illustrate the general forms and the causes of long- 
and-short-haul discrimination. All of the: cases with which we deal in 


Parts II and III fall into one or other of these four types. 
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PART II - THE CANADIAN EXPERIENCE 


A. Statutory History of the Long-and-Short-Haul Rule in Canada. 


Although the first Railway Act in Canada was passed in 1868, it 
was not until the revision and consolidation of 1903 that a clause 
forbidding long-and-short-haul discrimination yastensereal The Rail- 
way Act of 1903 (3. Edward VII Chap. 58) Section 252, subsection 3 


reads: 


"3. - No toll: shall be charged which unjustly discriminates 
between different localities. The Board shall not approve 
or.allow any toll, which for the like description of goods or 
for passengers carried under substantially similar circunm- 
stances and conditions in the same direction over the same 
line, is greater for a shorter than for a longer distance, the 
shorter being included in the longer distance, unless the 
Board is satisfied that owing to competition, it is expedient 
to allow such toll. The Board may declare that any places are 
competitive points within the meaning of this Act, 51V., c. 29, 
Bi 232). Am" 


This subsection was written into the Railway Act as a result of 
two reports submitted to the Minister of Railways by Professor S. J. 
McLean. On the Instructions of the Honourable A. G. Blair, Minister 
of Railways and Canals, Dr. McLean, who was at that time a Professor 
of Political Economy at the University of Arkansas, prepared two 
reports respectively entitled, "Reports upon Railway Commissions, 
Railway Rate Grievances and Regulative Legislation" and "Rate Griev- 
ances on Canadian Railways", and dated February 10, 1899 and January 
17, 1902. These reports were printed as sessional paper No. 20A Vol. 
36 (1902). In his first report Dr. McLean, speaking of the Canadian 
Northwest, said in part at page 36: 

"Competitive through rates have introduced such anomalies in 

the North-west as are prohibited under the 'long-and-short- 

haul' clause. Communities which have non-competitive rates 

have found it advantageous to transport their produce by 

wagon to same point where competitive rates prevailed. This 

was the only means whereby a profit might be obtained. In 

the development of the traffic the distant manufacturer has 

been given an advantage over the home manufacturer. The 

rates to intermediate points have been fixed at the same 

figures as, or even higher than, rates to the coast. The 


rate system has been favourable to some sections and unfav~ 
ourable to others. The development of the North-west is 
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bound up with a satisfactory solution of the rate question. 
There is no doubt that the population and business of this 
section. have not been allowed to move and develop in 
accordance with natural principles. The arbitrary const- 
raint of competitive rates has influenced the development. 
What is needed, not only in the interest of this section 
but of all portions of the country, is a satisfactory 
solution of the rate problem." 


It is reasonable to suppose that the "long-and-short-haul clause” 
Dr. McLean referred to was the one contained in the United States Statute, 
the Act to Regulate Commerce, enacted in 1887, (24 Statutes at Large, 
pp 379 ~ 387) commonly called the Interstate Commerce Act. Therein, in 


what is the fourth section of the Act, it was provided: 


"That it shall be unlawful for any common carrier subject to 
the provisions of this Act to charge or receive any greater 
compensation in the aggregate for the transportation of 
passengers or of like kind of property under substantially 
similar circumstances and conditions, for a shorter than for 
a longer distance over the same line, the shorter being 
included within the longer distance; but this shall not be 
construed as authorizing any common carrier within the terms 
of this Act to charge and receive as great compensation for 
a shorter as for a longer distance; provided, however, that 
upon application to the commission appointed under the pro- 
visions of this Act, such common carrier may, in special 
cases, after investigation by the Commission be authorized 
to charge less for longer than for shorter distances for 
transportation of passengers or property; and the commission 
may from time to time prescribe the extent to which said 
designated common carriers may be relieved from the operation 
OL, Unis secbhion Of, this Act .' 


This is commonly referred to as the "Fourth Section" or the 


"long-and-short-haul" rule. 


The Canadian legislation before 1903 had made some mention of 
discrimination but only in a very general sense. That legislation 
will be briefly reveiwed at this point. The Railway Act of 1868 (31 


Vict. cap. 68) provided in part in Sec. 12, subsection 6; 


"6, All or any of the tolls may, by any by-law, be reduced 
and again raised as often as deemed necessary for the 
interest of the undertaking; but the same tolls shall be 
payable at the same time and under the same circumstances 

) upon all goods and by all persons, so that no undue advantage, 
privilege or monopoly may be afforded to any verson or class 
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of persons by any by-laws relating to the tolls." * 


The emphasis of this subsection was on "undue advantage” and it 
was interpreted rather narrowly. There were ten rate cases heard before 
the Railway Committee of the Privy Council during the fifteen years this 


sub-section was operative, and none of these dealt directly with long-and- 
short-haul discrimination. Protection against such discrimination was at 


best only implied. 


The Railway Act of 1879 (42 Vict. cap. 9) did not elaborate upon 
subsection 6 of the Act of 1868 but in 1883 (46 Vict. cap. 24) the 
following amendment to subsection 6 of section 17 of the Act of 1879 


was made: 


"6. And whereas, it is expedient that a Railway Company 
should be enabled to vary the tolls upon the railway so 

as to accommodate them to the circumstances of the traffic, 
but that such power of varying should not be used for the 
purpose of prejudicing or favoring particular persons, or 

for the purpose of collusively and unfairly creating a 
monopoly, either in the hands of the company or of particular 
persons, therefore it shall be lawful for the company, subject 
to the provisions and limitations herein and in their special 
Act contained, from time to time to alter or vary the tolls 
by the special Act authorized to be taken, either upon the 
whole or upon any particular portions of the railway as they 
shall think fit: Provided that all such tolls be, at all 
times and under the same circumstances, charged equally to 
all persons, and after the same rate, whether per ton, per 
mile or otherwise, in respect of all passengers and of all 
goods or carriages of the same description, and conveyed or 
propelled by a like carriage or engine, passing only over 
the same portion of the line of railway; and no reduction 

or advance in any such tolls shall be made, either directly 
or indirectly, in favour of or against any particular company 
or person travelling upon or using the railway." 


The effect of this amendment was to make more explicit the pro- 


hibition against "personal" discrimination. 


The Railway Act of 1888 (51 Vict. cap. 29) introduced some amend- 


ments which altered the discrimination clauses, In this Act Sections 


* See also the earlier statute of Canada, the Railway Clauses Con- 
solidatiion Act?.\(1852, 14 and.15) Vict ‘cap. 51.) 
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224, 225 and 232 which replaced Section 17, sub-section 6, of the Act 


of 1879 read as follows: 


"Ook, Such tolls may be fixed either for the whole or for 
any particular portions of the railway; but all such tolls 
shall always, under the same circumstances, be charged 
equally to all persons, and at the same rate, whether per 
ton, per mile or otherwise, in respect of all passengers 
and goods and railway carriages of the same description, 

and conveyed or propelled by a like railway carriage or 
engine, passing only over the same portion of the line or 
railway; and no reduction or advance in any such tolls shall 
be made either directly or indirectly in favor of or against 
any particular company or person travelling upon or using 
the railway." 


"225. The tolls fixed for large quantities or long distances 
may be proportionately less than the tolls fixed for small 
quantities or short distances, if such tolls are, under the 
same circumstances, charged equally to all persons but in 
respect of quantity no special toll or rate shall be given 


or fixed for any quantity less than one car load of at least 
ten tons." 


e@ocvoeceoeenevonpneeoowreo 


"232. No company, in fixing any toll or rate, shall, under 

like conditions and circumstances, make any unjust or partial, 

discrimination between different, localities; but no discrimina- 

tion between localities, which, by reason of competition by 

water or railway, it is necessary to make to secure traffic, 

shall be deemed to be unjust or partial." 

In the foregoing provisions we find the first prohibition of dis- 
crimination other than that between persons. In Section 232 discrimina- 


tion between localities is expressly prohibited except when such dis- 


crimination arose as a result of either rail or water competition, 


As we mentioned earlier the revised and consolidated Act of 1903 
once again altered the "discrimination" sections and ifcorporated the 


long-and-short -haul rule into the legi slat ion as Section 252 subsection 


3. 


Since 1903 there has been no significant change in those sections 
of the Act which deal with discrimination. Section 314 of the Railway 
Act of 1919 (9 - 10 Geo. V. cap. 68 = now to be found as Revised Statutes 
of Canada, 1927, cap. 170) substantially follows Sec. 252 of the Act of 


| 1903. It reads as follows: 
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"314, All tolls shall always under substantially similar 
circumstances and conditions, in respect of all traffic of 
the same description, and carried in or upon the like kind» 
of cars or conveyances, passing over the same line or route, 
be charged equally to all persons and at the same rate, 
whether by weight, mileage or otherwise. 


"2, No reduction or advance in any such tolls shall 
be made, either directly or indirectly, in favour of or 
against any particular person or company travelling upon 
or using the railway. 


"3, The tolls for carload quantities or longer 
distances may be proportionately less than the tolls for ~ 
less than carload quantities, or shorter distances, if such 
tolls are, under substantially similar circumstances, 
charged equally to all persons. 


"hk, No toll shall be charged which unjustly discrimin-. 
ates between different localities. 


" 5. The Board shall not approve or allow any toll, 
which for the like description of goods, or for passengers 
carried under substantially similar circumstances and con- 
ditions in the same direction over the same line or route 
is greater for a shorter than for a longer distance, within 
which such shorter distance is included, unless the Board is 
satisfied that, owing to competition, it is expedient to 
allow such toll. 


"6. The Board may declare that any places are com- 
petitive points within the meaning of this Act. 1919, c. 68, 
a. 3i4." 


It will be seen that subsections 4, 5 and 6 merely expand into 
three subsections what was formerly subsection 3 of Section 252 of the 
Act of 1903. In addition to Section 314 subsection 5 of the Railway 
Act which is the principal section dealing with long-and-~short-haul dis- 
crimination, Section 329 subsection 3 and subsection 4, are of interest. 


They provide: 


"3. The special freight tariffs shall specify the toll or 
tolls, lower than in the standard freight tariff, to be 
charged by the canpany for any particular commodity or 
commodities, or for each or any class or classes of the 
freight classification, or to or from a certain point or 
points on the railway; and greater tolls shall not be 
charged for a shorter than for a longer distance over the 
same line in the same direction, if such shorter distance 
is included in the longer. 


4, The competitive tariffs shall specify the toll or tolls, 
lower than in the standard freight tariff, to be charged by 
the company for any class or classes of the freight classifi- 
cation, or for any commodity or commodities, to or from any 
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specified point or points which the Board may deem or have 
declared to be competitive points not subject to the long- 
and-short-haul clause under the provisions of this Act." 
| These subsections first appeared in the Railway Act of 1903 
een Edw. V11, 1903, cap 58) as section 260. Aside from several 


minor alterations they retain their original wording. 


B. Administrative History of the Long-and-Short-Haul Rule in Canada. 


Prior to 1903 there were no Canadian decisions dealing 


specifically with the matter of long-and-short-haul discrimination. 


fn speaking of the Imperial Act of 1854 ome authority observes 
anges "The decisions of the Courts and the Railway Com ceicrere 
upon the construction of the ‘undue preference’ clause of Section 2 of 
the Railway and Canal Traffic Act, 1854, 17 & 18 Vict. cap 31 
(incorporated. in Sections 253, 1, q.v.) have substantially accomp- 


lished the object of this section." (MacMurchy and Denison - 
The Canadian Railway Act of 1903 Annotated, page 498) 


One of the first long-and-short-haul cases heard by the Board 
of Railway Commissioners (established in 1904) was British Columbia 


Pacific Coast. Cities .v. Canadian Pacific Railway Co. (1907) 7.C.R.¢. 125. 


In this case the learned Chief Commissioner, A.C. Killam, 


stated at page 147: 


"The remaining point arises out of the facts that, in order to 
meet water competition on the Pacific Coast, the railway company 
carries goods from Eastern points to the Pacific Coast at lower 
rates than to interior Western points, and that the same practice 
prevails with reference to the rates from Winnipeg Westward; and 
that at many interior points, the rates from Winnipeg are less 
than the combined rates from Winnipeg to pqints on the Coast, 

and from the latter points to the interior ones. The low rates 
to the Coast are made necessary in order to enable the railway 
companies to obtain traffic in competition with ocean carriers. 
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Such a practice is distinctly authorized by the Railway Act, 

1! :.\and unless the higher rates from Eastern points to interior 
Western points are, in themselves, unjust or unreasonable, 
this practice does not involve unjust discrimination. 
Necessarily the situation must have a modifying effect upon 
the rates to the interior points, which must vary with the 
distances from the Pacific ports. Prima facie the railway 
company should be entitled to charge reasonable rates from 
the Pacific ports Eastward, and it should not be obliged to 
charge, and would not even be warranted in charging, excessive 
rates to the interior points for the purpose of equalizing the 
position of the Pacific Coast points. It does not appear to me 
that the mere fact that the Westbound rates from Winnipeg or any 
other point to such interior Western point are less than the 
rates which would be made up by a combination of the rates from 
such Eastern points to Pacific points, and from the latter to 
the interior point, in itself, constitutes unjust discrimination 
or undue preference. The railway company is allowed to meet 
competition at the coast points, and I think it should equally 
be allowed to meet the effect of that competition upon interior 

points to a reasonable extent." (emphasis ours) 


The Vancouver distributors wanted the Canadian railways 
to employ the same principle for "interior" rate construction as the 
United States lines used. They wanted the interior rates to be the sum 
of the transcontinental rate and the back-haul distributing rate. The 
- Canadian railways had given the interior points some of the benefit which 
arose from the low transcontinental tariff and although Long and Short 


Haul discrimination existed it was not maximized. 


In 1909 Mr. Commissioner McLean wrote the judgment of 
the Board in Plain and Co. v. C.P.R. 9 @sR.C. 22, which arose in connection 


with the shipment of apples. His judgment in part stated at page 22}: 


"The rate charged by the Canadian Pacific Railway from Picton 
th.0ttawa is 17 cents per hundred pounds while the rate from Picton 
to Smith's Falls, an intermediate point located on the Rideau Canal, 
is 23 cents. It is alleged that the latter rate is excessive. 


"The traffic moving to Ottawa is subjected to effective water 
competition both by the Rideau Canal and by the Ottawa River via 
Montreal. The rate to Ottawa is a compelled rate based on water 
competition. It is the privilege of a railway, in its own 
interests, to meet water competition. It is not, however, the 
privilege of a shipper to demand less than normal rates because of 
such competition which the railway does not, in its own interest, 
choose to meet. 


"Where a railway chooses to meet competition it is to be 
presumed, unless the contrary is established, that it does so 
because there is effective competition in regard to traffic 
important in amount. It is established in evidence that such 
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a condition does not exist at Smith's Falls. The compelled rate 

to Ottawa cannot then be taken as the measure of the reasonableness 
of the shorter distance rate to Smith's Falls, and the complaint 
should therefore be dismissed." 

Although the complaint was made under section 252, 
subsection 3, the judgment makes no reference to that section, The 
question was decided upon the ground that a shipper cannot demand a less 
than normal rate due to competition that the railway does not choose to 
meet. The Board declared that Ottawa was a competitive point and that 


Smith's Falls was not. It accepted the railway's desire to meet 


competition as the criterion of what constitutes a competitive point. 


In the same year in Bonners' Ferry Lumber Co. v. 
Great Northern R. Co./(1909) 9 C.R.C. 504, upon complaint of a lumber 
company that it was charged more to an intermediate point ona 
circuitous route than the rate to a competitive point, a greater 
distance away, it was held by Mr. Commissioner McLean at page 504: 

"In meeting the short line mileage no necessary obligation is 

created to apply the same basis on intermediate distances not 

subjected to the same short line mileage competition." 

In Blind River Board of Trade v. Grand Trunk, et al (1913) 15 
C.R.C. 146. it was stated by the applicants that Blind River, a point 
between London and Sault St. Marie, was discriminated against because 
it paid a higher toll than the further point. At page 154 the Board 
said: 

"A rate regulative tribunal has to recognize that water competit- 

ion where effective demands recognition, and that its effect may 

be by creating competition at a point or points, to afford a 

justification of a rate situation, which, if it were brought about 

by railway conditions alone would fall within the inhibitions of 
the Railway Act in regard to unjust discrimination and undue 
preferences." 

In Western Freight Rates Case (1914) 17 C.R.C. 123 in connection 


the the long-and-short-haul rule the Chief Commissioner, Sir Henry L. 


Drayton, K.C., said at page 146: 
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"Subsections 5 and 6 (of sec. 314) are the long-and-short-haul 
sections, the effect of which is to permit a reduced charge on 
movements to a competitive point, even although that reduced 
charge is smaller than the charge made for carriage for lesser 
distances along the same line to intermediate points. The sub- 
sections are sections which directly recognize the necessity, in 
proper cases, of operation at a reduced toll justified by 
competitive conditions. The result is, therefore, that lesser 
tolls may be legal under such circumstances, and that a 
discrimination may exist between different localities without 
such discrimination amounting to an illegal practice." 


In Dominion Sugar Co. v. Grand Trunk, et al, (1914) 17 C.R.c. 2h0, 
the Board said at page 240: 
"A carrier by rail may be justified in reducing tolls from one 
point to another to meet effective water competition between 
those points, notwithstanding that the lowered toll appears 
discriminatory as against a third point, which is not affected 
by such competition, and which is therefore subject to higher 
tolls, but a continuance of the competitive toll, after the 
water competition ceases or is suspended (e.g., in winter), 
constitutes unjust discrimination against such third point." 
Although the Dominion Sugar case did not involve long-and-=short- 
haul discrimination, being concerned with mrket competition, it states 
a principle which is of consequence to the long-and-short-haul issue. 
The principle is contained in the statement that "a continuance of a 


competitive toll after water competition ceases or is suspended 


(e.g. in winter) constitutes unjust discrimination." 


In Bowlby v. Halifax and South Western Ry. Co. 


(1916) 20 C.R.C. 231, where it was charged that the rate from Halifax 


to Medway, an intermediate point, exceeded the rate to Liverpool, the 


Board held at page 237: 


"At Liverpool, there has been effective competition in varying 
degree. The railway is so situated that it is subjected to 
potential competition at this point. It is in its discretion 
whether it shall or shall not meet this competition. The fact 
that it has met the competition at Liverpool does not place on 
ft any obligation to meet the competition at Medway station, 
nor is the rate as it is put in to meet the competition at 
Liverpool a necessary measure of the rate to Medway.” 


Further in connection with potential competition 


at page 236 the Board said: 
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"The variation in rates in regard to commodities carried to 
Liverpool would seem to indicate a variation in the effectiveness 
of water competition, The railway admits that water competition 
is not active now at Liverpool; but it contends that, instead of 
it having disappeared entirely, it is merely dormant, 

Ke 
"If for the time being water competition is not so active at 
Liverpool as hitherto, as would seem to be shown by the range 
in rates already referred to, it appears that the competition is 
none the less potential, In recognizing water competition as a 
factor bearing on rates, bringing about a compelled basis lower 
than normal, it has to be recognized that not only actual but 
potential competition is regulative, because, in the case of 
potential competition, the rates cannot go beyond that point which 
will attract vessels to compete. The Ihtersate Commerce Commission, 
in Raworth v.s-Northern Pacific Railroad Co, et ali, 5 I.C.C.R., 
said, in substance: Competition has a potential existence where 
the means of such competition exist and all the conditions are such 
that it is morally certain an advance in rates by the carrier will 
result in developing competition or controlling forces. Where the 
facts make out a case of this kind, it would be unreasonable to 
require the carrier to go further and demonstrate an actual 
advance in rates resulting in loss for the time being of traffic 
involved that such traffic would so result." 


ve a Dominion Canners and Glass co. v. Canadian Freight 
Association (1917) ce C.R.C. 312 where an increase in transcontinental 
rates on catined goodg was the subject of complaint, the Board held that 
the increase was justified due to decreased competition on intercoastal 
water traffic. The Canadian railways had raised their tariffs as a 
result of the increases gllowed in the American transcontinental rates 


which had resulted from complaints lodged by intermountain interests in 


Utah, Washington, Oregon and Montana against the low coast rates. 


In Regina Board of Trade v. Canadian Pacific 


Railway Co. (1917) 22 C.R.C. 315, where increases in the rates to 


Regina arising from increased west to east transcontinental ratés 
were attacked, the Board said at page 321: 
"The rate is on a water-compelled basis, and Montreal is the 
maximum to the intermediate point, thus spreading over the 
intermediate points not affected by water competition the 
effects of the competitive rate basis." 
Further to the point it said at page 323: 
"The Panama Canal route by keener competition reduced the 


transcontinental rates, and the effect of this, although 
lessened in degree as the point affected was situated further 
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north, was seen in the rates from North Pacific terminals and 
Vancouver. The reductions in the transcontinental rates from 


these points were spread back, controlling the maximum rates to 
intermediate points." (emphasis ours 
in City of Chatham et al vo C.P.R. (1917) (22°C .R.c. 
391, where it was shown that the lumber rate from Thessalon to Chathan, 
an intermediate point, was higher than the rate to Detroit, the Chief 
Commissioner held that inasmuch as water competition was effective 
at Detroit and ineffective at Chatham the railway "is justified in 


maintaining a lower rate to that point than it maintains to Chatham". 


(Page 393). 


The Chief Commissioner also found the rate to 
Chatham reasonable "per se" because a comparison of the average per ton 
per mile rate for all traffic with a per ton. per mile rate on lumber 


from Thessalon to Chatham showed the latter rate to be lower. 


Under conditions much like those in the Chathem 


case it was held in Sidney Board of Trade v. Great Northern Railway 


Co. (1918) 23 °C.R.C.:173) at p. 175, that) "the railway company ‘is 


justified in maintaining the lower rate to Victoria without making it 


applicable to intermediate non-competitive points like Sidney." 


In the General Freight Rates Investigation (1927) 
33 C.R.C. 127, the Chief Commissioner, the Honourable H. A. McKeown, 
K.C., said at page 135 and 136: 


"The Transcontinental Rate Scale has a very definite purpose, 

and one which should be commended rather than criticized. While 

it gives rise to some anomalies, nevertheless such are not by any 
means to prevail against the benefit of the system as a whole. It 

is true that some localities east of Vancouver are compelled to payon 
certain commodities transportation rates greater than those charged 
for the long haul; but the real issue in that regard is whether the 
charge for the short haul is reasonable and fair. The two sets of 
rates are based on different principles, as is well recognized, and 
are not to be judged by the same standard. 


"Transcontinental carriage of freight has been much affected 


by reason of the cheaper, although much more lengthy and circuitous 
water route furnished by the Panama Canal. In instances wherein 
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rapid delivery is not essential, the competition of the latter 
route is most formidable. The establishment of this route has 
deprivedrrailways of much traffic, and wherever they can meet such 
competition by making low transcontental rates, they should be 
encouraged to do so, and schedules framed for that purpose should 
not be disturbed. 


"A criticism of some force, however, developed through the 
complaint that by reason of the transcontinental rate to Vancouver 
and the rate eastward therefrom, certain distributors inAlberta find 
themselves at a disadvahtage as compared with distributors in 
Vancouver. The instances of such were not impressive and are not to 
be met: by alteration or elimination of the transcontinental rates, 
which under present conditions need no justification.” 


In the Palisade Coal Company and the Canadian 
National Railway, (1928) 35 C.R.C. 47, which concerned the coal rates 


from Carbon to Winnipeg, the Chief Commissioner, the Honourable H. A. 
McKeown, K.C., said at page 9; 


"The situation which gave rise to the Carbon rate, and 
incidentally to this complaint, is that on account of. the 
layout of its line the Canadian Pacific Railway Company has to 
back-haul coal from Drumheller Mines through Carbon, in order to 
carry it to eastern consuming points. In this movement it has 
treated Carbon as a point controlled by.the long and short haul 
clause of the Railway Act, and, consequently, has accorded to 
Carbon the advantage of the Drumheller rate as maximum, although 
such rate is lower than is directed in the Western Rates Case 
judgment. It is in comparison with this rate so given to Carbon, 
that complaint is entered against the Canadian National Railways 
on behalf of Three Hills. It will be observed that no such 
condition exists in connection with the haul eastward from Three 
Hills as has been explained with regard to Carbon, which is a 
point on the Canadian Pacific Ratlway, Three Hills being on the 
line of the Canadian National Railways. These two points are 
not separated by any great distance, but they are on different 
railway lines and the above facts create a distinction between 
them. There is no long and short haul situation in connection 
with Three Hills such as gives rise to the Carbon rate." 


The Board said in Eastern Canada Preserved Goods 
Accociation (1928) 35 C.R.C. 179 at page 181: 
Ea aes ehartiedhliod crass tae) eras 7 AERO ail isenaalltest des acl Ba8) 


"Tt ts an accepted principle in rate-making that it is 
optional with the railway companies to meet competition by 
lowering rates under such circumstances, and the Board makes no 
dissent. iron that course even if it seems doubtful whether such 
rates be in oe etc sufficient for the railway companies to 
earn a fair return.’ emphasis ours 


Brock Company (Western) Limited, C.F.A. (1931) 38 


C.R.C. 326 is an important case dealing with the transcontinental 
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competitive tariffs. The report of the Chief Traffic Officer, W. E. 
Campbell, was issued as the judgment of the Board. Mr. Campbell says 
in part at page 328: 


"In the present case, applicant alleges discrimination 
against Calgary and in favour of Vancouver with respect to the 


articles here in question. While, as already pointed out therein, 


there is no carload rating in the classification for blankets, 
pillow cases, sheets and towels, and all shipments of these 
articles throughout Canada (except to the British Columbia coast) 
are assessed L.C.L. rates, there is an exception - not by classi- 
fication provision, but by the terms of a special competitive 
tariff - in the case of shipments from Eastern Canadian points 
to British Columbia coast points. The tariff in question 
(Canadian Freight Association C.R.C. No. 466) is one publishing 
competitive westbound transcontinental freight rates on various 
specific commodities from Eastern Canadian points of origin to 
British Columbia coast destinations. The rates in this tariff 
are much lower than the regular or normal rates under the 
provisions of the freight classification and the class rate 
tariffs which have always been considered of a highly competitive 
nature, being related to the rates on the same or similar 
commodities established from Eastern United States points to 
Pacific coast points as well as rates put in to meet special 
competitive conditions, i.e., water campetition or market 
competition. The normal rate on cotton piece goods in car- 
loads from Eastern Canadian points (Montreal and West) to 
Vancouver is $2.814 per 100 pounds; the special competitive rate 
is $1.775. Further, the normal rate between the same points on 
blankets, pillow cases, sheets and towels is $5:.525 per 100 
pounds, but these articles may under this special competitive 
tariff.by included with cotton ptéce goods at the $1.774 rate. 
With this exception, the classification ratings and’ normal 

class rates apply throughout Canada, which, in the’ case of 
Calgary, makes the rate on cotton piece goods in carloads 
$2.343, and on the other articles named the L.C.L. rate of 
4.593 applies as compared with the L.C.L. competitive 

rate to Vancouver of $3.27. It will thus be observed 

that under the special competitive rate to Vancouver blankets, 
pillow cases, sheets and towels may be included with cotton 
piece goods at the carload rating applying thereon, while to 


Calgary where the normal rate basis applies, this is not permitted." 


Quoting the railway reply to the application Mr. 


Campbell continues: 


"This application for carload rating on articles that never 
moved in straight carloads is apparently based on the fact that 
a regulation similar to that proposed now applies on traffic 
for Vancouver and other British Columbia Pacific Coast points. 
The Board, as well as the Brock Company, are undoubtedly well 
aware of the reasons why the railways have found it necessary 
to establish certain rates and carload mixtures on traffic 
to British Columbia Coast points, and it is understood by the 
Railways, as well as the Board, and practically all Canadian 
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manufacturers and receivers that rates or carload mixtures 
that may be ‘established to British Columbia Coast points are 
in no way a precedent for similar rates or mixtures to inter- 
mediate points." 
In Mount Royal Rice Mills Ltd. v. C.F-.A. (1935) 43 
C-.R.C « 248 the applicants asked. to have a low competitive tariff on rice 
disallowed. The Board held that "competition, either actual or potential, 


is a justification for lowét rates than those normally effective by rail" 


(page 250), and refused the application. 


In,.Gainers.Ltd. v. Canadian Freight Association 


1935) 43.C.R.C. 309. where the complaint was that the $1.50 rate on 


inedible tallow in tank cars from Edmonton and Caneary 6 Rastern Canadian 
points was unreasonable, the Board held that the existence of lower rates 
to the same destinations from Vancouver was not discriminatory and quoted 
the General Freight Rates Inquiry judgment re transcontinental competitive 


rates. 


At page 310, in a dissenting opinion F. N. Garceau, K.C., 


Deputy Chief Commissioner found that: 


"The essential facts submitted in support of complaint 
' were not contradicted by the railways and must be considered 
proved. The facts establish that complainant is handicapped 
by the existing rates in his competition with the producers 
from B.C., the U.6.A.- or Eastern Canada in the markets of 
Quebec and Ontario. The written submissions in support of 
complaint and on behalf of the railways set out at length and 
discussed. The Board has full power under the Act to fix, 
determine and enforce just and reasonable rates and to change 
or alter, as changed conditions or cost of transportation may 
from time to time require. .In view of its powers and the 
principles which ought to govern in the administration of the 
Act, and having regard to the fact that the railways have not 
met. their statutory obligation of disproving that the lower toll 
or difference in treatment does not amount to an undue pre- 
ference or an unjust discrimination, the railway should be 
directed to publish rates on inedible grease and inedible 
tallow from Calgary and Edmonton 25 percent lower than shown 
in the tariff, the toll fora shorker haul mot to. exceed. the 
toll, for a longer haul." 


In Central Alberta Dairy Pool Ltd. and Sunny Alberta 
Creameries Ltd. vy» C.P.R. and C.N,R..(1936) 46 C.R.C. 10 the Central 


Alberta Dairy Pool Ltd. applied to the Board to have the Red Deer and 
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Alix rates, via C.P.R. and C.N.R. respectively, to Vancouver put at the 
Calgary and Edmonton rate. The applicants appealed on the basis of 
section 314 (5) of the Railway Act. The Board held that a circuitous 
route is privileged to meet the short-line mileage without extending 


the compelled rate to non-competitive points. 


In Shuswap Lake Lumber Co. v. C.P.R. (1935) 44 C.R.C. 
87, it was held that to charge more to haul lumber from Canoe (322 Miles 
east of Vancouver) to Ontario than was charged from Vancouver to Ontario 
was not contrary to section 314 (5) nor did it involve any unjust or 


undue discrimination. 


In Agricultural Co-operative Society v. C.N.R. (1942) 
55 CiReCs 45, the anomaly of long-and-short-haul discrimination was con- 


sidered by Chief Commissioner J. A. Cross, K.C. and at page 47 he said: 


"The Points stressed by the applicants, and the basis of 
their application for the extension of the competitive rate of, 
20¢ per 100 pounds from Chicoutimi to all the points covered 
by the application, may be briefly summarized as follows; 


"The railway distance from the points in question to Montreal, 
except in the case of Dolbeau, is less than from Chicoutimi. 
Why should shippers have to truck their cheese to Chicoutimi, 
to obtain the benefit of the competitive rail rate when, by 
application of the Chicoutimi competitive rate from these 
other points, the railway would not be put to any additional 
expense; would have a slightly shorter distance to haul the 
cheese, which should be of some advantage to the railway; the 
railway would obtain the same revenue as it at present receives, 
consequently would not lose one cent or one pound of traffic 
by applying the Chicoutimi rate from all the points in question. 


"It is also pointed out that transportation by trucks during 
the summer heat can greatly affect the quality of the cheese; 
that, inasmuch as rubber and gasoline are products essential to 
the Canadian war effort, it is important that these products 
be saved by all possible means, and there is the possibility 
that restrictions may be imposed of such a nature as to elimin- 
ate much trucking, thus preventing the transportation of cheese 
by this means to Chicoutimi or Jonquiere." 


"One can appreciate how a shipper sees an apparent anomaly 
in the carriage of traffic for a longer than for a shorter 
distance over the same line at a lower rate, but this overlooks 
the express provisions of the Railway Act with regard to com- 
petitive traffic and the circumstances under which competitive 
rates are established by the railways. The Canadian rate 
structure, by reason of the competitive provisions of the 
Railway Act, is honeycombed with rates which are lower for 
longer than for shorter hauls over the same line in the same 
direction: In other words the apparent anomaly stressed by 
applicants could be illustrated by hundreds of similar cases. 
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A brief statement concerning the general situation with respect 
to rates throughout the country, and not confined to the res- 
tricted scope of this application, would seem here desirable, 
because the Board has to view these matters in their broader 
scope and general aspect. In the absence of water competition 
from Chicoutimi there would be no competitive rail rate, and 

any application or complaint with respect to rail rates would 
have required to be on quite different grounds from those 
embraced in this application. It would have been necessary to 
attack the existing rates from the standpoint of their unreason- 
ableness 'per se' concerning which no evidence whatever was 
placed on the record here. A mere comparison as between com- 
petitive rates and normal rates is no evidence of the unreason- 
ableness of the normal rates ‘per se'. When the railways can 
secure, through the establishment of competitive rates, add- 
itional traffic which may be handled at less than average unit 
costs, or without the use of additional transportation facil- 
ities, rates substantially lower than those which would be 
maximum reasonable tolls, but which would be reasonably com- 
pensatory on the traffic involved, result in some contribution 
over and above out-of-pocket cost to the general overhead expense 
of the railway. If however, compelled to handle all traffic on 
the basis of these lower rates voluntarily established to meet 
competition and there are thousands of them across Canada made to 
meet a wide variety of conditions - the result would be insolvency 
of the railways. 


"In the absence of publication of the competitive rate from 
Chicoutimi and Jonquiere, applicants would have no grounds upon 
which to approach the Board alleging any unjust rate discrimin- 
ation, but is is not apparent that their position would thereby 
be in any way different from what it is today. The lower rate 
via the unregulated transportation agency existed before the 
competitive rate was published by the railway, consequently the 
applicants have not been subjected, by the competitive rail rate, 
to any detriment that did not exist prior to its publication." 


Cs The History of the Canadian Transcontinental Freight Rate Structure. 


The transcontinental freight rate structure has been influenced by 


competitive conditions since its inception. 


(1) Class Rates 


The first class rates between Eastern and Western Canada were con-~ 
structed via Chicago but with the completion of the Canadian Pacific 
line north of Lake Superior a system of "arbitraries" applying from 
stations east of Fort William to that point was established. These 
became one factor in the through rate; the other was the local Prairie 


class rate applying west of the head of the lakes. 
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The arbitraries to Fort William were influenced by the existence 
of water competition. These arbitraries bore a direct relation to the 
water charge and presumably were premised upon some concept of a "fair" 


‘distribution -of-traffic between the two types of carriers. 


Until April 17, 1899, the class rates to the Pacific coast were 
on the same basis as all east-west class rates. This meant that they 
were formed by adding together the "eastern" arbitrary to Fort William 
and the Prairie standard mileage scale (derived from Canadian Pacific 


Lavis f 270) inflated for the mountain haul on a basis of roughly ae tor 14 


On April 17, 1899, the rates applying from the Lakehead to Vancouver, 
New Westminster and Victoria were altered. The new rates were constructed 
by using the United States Missouri River to Pacific Coast rates plus 
ee cents. This meant that there were two arbitraries, and an American 
class rate as factors in the Canadian rates to the Pacific coast. This 
arrangement continued until September 1, 1914, when the decision in the 


Western Rates case caused a re-alignment in the structure. 


Prior to September 1, 1914, there was a considerable element of 
long-and-short-haul discrimination in the class rate structure. The 


extent of this discrimination is obvious from the following table: 


TABLE 1 


SPECIAL CLASS RATES FROM PORT ARTHUR AND FORT WILLIAM * 


Line 1 -- Rates prior to September 1, 1914. 
Line 2 -- Rates after September 1, 1914. 
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With the Western Rates Case the long-and-short-haul discrimination 


that existed in the class rate structure was eliminated. 


(2) Commodity Rates 


The commodity rate situation is more complex than the class rate 


situation. 


Our research indicates that until the effective date of the Western 
Rates Case judgment there were no transcontinental competitive commodity 
rates of importance. It may be noted that at that date there were no 
commodity rates on manufactured articles and their raw materials in 
Western Canada, but on certain items special rates had been extented to 
British Columbia. The only commodity rate potentially able to effect 
long-and-short-haul discrimination on a trans-priarie movement was the 


lumber rate. The Winnipeg rate was blanketed back to avoid this. 


After 1914 the growth of transcontinental competitive rates was 
rapid. These rates were published in sympathy with the comparable 
American rates which from 1914 to 1917 evidenced the effects of actual 


and potential Panama Canal traffic. 


It is instructive to note that in the period of horizontal rate 
increases during and following World War 1 the increases allowed in the 
Canadian transcontinental rates were controlled by the American increases. 
In the Fifteen Percent Increase Case, CTOLY) ‘TadxO.Rer: 455, the trans- 
continental commodity rates because of their competitive nature with 
American rates were not increased except in comformity with advances 
made by American railroads. Again in the Forty and Thirty-five Percent 
Increase Case, (1920) 10 J.0.R.R. 283, increases in these rates were 


permitted to the same extent as in the United States, i.e. 33 1/3 percent. 


Since the reductions ordered in Reduction in Freight Rates, (1921) 


11 J .O.R.R. 330, which set the rates at 25 percent over the September 1, 


1920, figure, the alterations that have taken place in the 
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transcontinental competitive commodity rates may be seen from the follow- 
ing figures which trace these changes by reference to a number of import- 


ant commodities. 
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FIGURE 1 


Comparison of the Transcontinental All Rail Class Rate 


with the Competitive Commodity Rate on 


Vehicle Parts - Self Propelling 


1918-19 
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Schedule 1 for the detail of 


(1) 


Note: 


See Appendix A. 
these rates. 


Vehicle Parts - Self Propetling - took straight 


.class rates prior to February 8, 1926. 


(2) 


Vehicle Parts - Self Propelling - take Class 


2) 


Rates from lst to 5th class - in this chart 5th 


class has been used - hence, this comparison is 


not the most favorable which might have been made. 
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FIGURE 2 


Comparison of the Transcontinental All Rail Class 


Rate with the Competitive Commodity Rate on 
Acids, N.O.I.B.N. 
1919-194 
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FIGURE 9 


Comparison of the Transcontinental All Rail Class Rate 


with the Competitive Commodity Rate on 


Canned Goods 


1918-1948 
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FIGURE 10 


Comparison of the Transcontinental All Rail Class Rate 


with the Competitive Commodity Rate on 


Red or White Lead for Paint Making 


1918-1948 
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FIGURE 11 


Comparison of the Transcontinental All Rail Class Rate 


with the Competitive Commodity Rate on 


Builders Hardware, N.0O.1.B.N. 


1918-1948 
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FIGURE 12 


Comparison of the Transcontinental All Rail Class Rate 


with the Competitive Commodity Rate on 


Ammonia - Aqua 


1918-1948 
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D. Competitive Factors in Transcontinental Traffic. 


With the completion of the first Canadian transcontinental rail 
road in 1885, the problem of long-and-short-haul discrimination was 
born. This discrimination resulted from the competition which the 
Canadian Pacific faced on hauls in either direction across the con- 


tinent. The competition arose from several sources. 


(1) American . Railway Competition. 


The first transcontinental passage in America was effected in 1869 
when a union of the Central Pacific, mbilding eastward from Sacramento, 
California, and the Union Pacific, building westward from Council Bluffs, 
Iowa, was made near Ogden, Utah. East of the Mississippi a network of 

barge, ship and rail lines made direct connections with Upper and Lower 
Canada, and the Maritimes, while the western terminal of the Central 
Pacific made connections with shipping that serviced the western coast 
of North America. Because of the circuity of this route, and the 
circuity of the second transcontinental completed in 1884 by the Santa 


Fe, very little Canadian traffic moved through the United States. 


In 1883 when the Northern Pacific operated its first train into 
Portland, Oregon, a northern transcontinental route, close to the 
Canadian border, was completed. In 1887 the Northern Pacific built 


into Seattle. 


It is apparent that from the first the Canadian Pacific was faced 
with potential competition from American lines. The "monopoly clause" * 
in the Canadian Pacific Railway agreement initially protected the inter- 
mediate rates from American rail competition, but the coast rates in 
@ither direction, subject to potential and later to actual competition, 


were not so protected. 


* See Chapter 15 - An Act Respecting the Canadian Pacific Railway, 
1881, 44 Victoria l. 
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There are several types of traffic on which American carrier com- 


petition might exist. 


(a) Goods of Canadian origin moving from one point in Canada to another 


point in Canada. 


Goods which are produced in Canada and which move transcontinen- 
tally from one point in Canada to another point in Canada can only move 
on a through rate published by a Canadian carrier. Thus, if a shipment 
of shoes originating in Toronto is to be moved to Vancouver over pre- 
dominantly American lines, it can only do so at the same rate that applies 
on the all-Canadian lines to the same point. (See C.F.A. Tariff 1-H 
for a list of the participating carriers). This means that in such 
instances there Gal dl through rate competition between Canadian and 
foreign carriers. 

It would be theoretically possible to bill such a shipment to a 
point in the United States and then rebill it to the Canadian destin- 
ation. In that case there would be, in effect, two local rates; or 
at least one local rate to the United States point and then the 
American transcontinental rate to the Canadian destination. This 
combination might be used to defeat the Canadian rate if the Canadian 
shipment was composed of one of the few items admitted to the United 
States duty free. On re-entering Canada the goods would be subject to 
any applicable import duties. 


It might be supposed that Section 431 of the Railway Act * would 


* "431. All goods carried or being carried over any continuous 
route, from a point in Canada through a foreign country into 
Canada, operated by two or more companies whether Canadian or 
foreign, shall, unless such companies have filed with the Board 
a joint tariff for such continuous route, be subject upon ad- 
mission into Canada, to Customs duties, as if such goods were 
of foreign production and coming into Canada for the first time. 


2s Such goods shall be subject to a Customs duty of thirty 
per centum of the value thereof, if they would not be subject 
to any Customs duty in case they: were of foreign production, 
and coming into Canada for the first time. 


Sy If any such duty is paid by the consignor or consignee of 
such goods, the same shall be repaid on demand to the person so 
paying, by the company or companies owning or operating so much 
of such continuous line or route as lies within Canada. 1919y 


¢. 68, 6. 431.” 
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offer protection to the shipper and assure him of the lowest rate or 
combination of rates but such is not the case. In this particular 
example the fact that there is a through rate via American lines, 
although this rate is the same as the Canadian charge, makes this 


section of no consequence. 


We may summarize the competitive aspects of this situation by 
noting that the Canadian through rate could not be higher than the 
combination of two local rates plus the American and Vanadian duty 
where the shipment is subject to import tariffs. It might also be 
necessary for the shipment to pay American excise taxes before it 


could be re-shipped (or exported) to a Canadian destination. 


As far as an intermediate point on the transcontinental haul is 
concerned the same situation applies. If a processor of fruit in St. 
Catharines, Ontario, wished to use a combination of Canadian and 
American rates to move canned goods to Calgary, Alberta, for the purpose 
of defeating the published through rate he would find that the tariff 
rules do not permit such combinations to be applied. He would also 
find that the lowest American rates to the Montana border point do not 
apply on shipments for Canadian points. Restrictions in the tariff 


rules are responsible for this. 


(b) Goods of Vanadian origin moving to American markets or 


goods of American origin moving to Canadian markets. 


In this case the lowest transcontinental rate is the controlling 
one. All carriers in a position to carry the shipment meet that rate. 
This occurs because the American transcontinental rates name Canadian 


destinations and the Canadian tariffs name American destinations. 


On a movement from Buffalo, N.Y., to Vancouver, B.C:, if the 
lowest rate is the American transcontinental rate, the Canadian 
carrier would be forced to meet this rate or lose the traffic. It 


therefore becomes a party to the American tariff. On the other hand, 
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if the movement is from Toronto to Seattle, the Canadian transcontinental 
rate applies only if that rate is not higher than the American trans- 


continental rate. 


On nearly all international transcontinental movements it is 
therefore apparent that the American and Canadian carriers will meet 


@ach others rates. 


(c} Foreign goods destined to points in either Canada or the 


United States, and Canadian or American goods destined to foreign ports. 


This is essentially the same type of problem as we discussed in 


(b) above. 


These three general classifications of traffic cover the main 


areas in which American railway competition may operate. 


Our chief concern is with the type of long-and-short-haul 
discrimination arising from movements in the first group, i.e. 
movements between two Canadian points. In this group we find sub- 
stantially no rate competition. itt is therefore highly unlikely 
that American campetition is an important factor in the creation of 
long-and-short-haul discrimination in Canada. The effective factor 
is market competition between American and Vanadian sources of supply. 
If the Canadian transcontinental rates are above the American by an 
amount sufficient to overcome trade barriers (e.g. tariffs, border 
costs and etc.) the source of supply for the goods required will shift 
from the Vanadian to the American manufacture (assuming identical costs). 
To the extent that the American buyer is aware of Canadian sources of 
Supply, the same thing would happen when the reverse rate situation 


obtained. 


(2) Water-carrier Competition. 


The competition offered to Canadian railways by American lines is 
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essentially derived competition. It stems from the existence of Ameri- 


can water-compelled rates. 


There is an intimate relation between the water competition 
experienced by American lines, the rates they charge, the rates charged 
by Canadian carriers on competitive hauls, and long-and-short-haul dis- 
crimination in Canada. The American experience is of practical import- 


ance and concern. 
Water transport is a potent source of competition because; 


(a) water rates are usually less than railroad rates, (b) water 
transport in itself is highly competitive, and (c) it is extremely 


flexible. 


Goods may be classified on the basis of the degree of their 
susceptibility to water competition: (a) goods which lend them- 
selves to the conditions imposed by the water haul; (b) goods wherein 
the disadvantages of water movement make necessary a large rate differ- 
ential between rail and water; (c) goods which for one reason or 


another do not move by water transport. 


Examples of items in the first group are: canned goods, hardware, 
coal, grain and paper products. In the second we have automobiles, dry 
goods and high class machinery. The third group contains such things 


as apples, fresh fish, salt and high quality merchandise. 


Tne water competition experienced by Canadian railways has been 
of three types: (a) inland and coastwise; (b) intercoastal; (c) 


trans-ocean. 


Inland and coastwise water transport does not have any appreciable 
effect on transcontinental long-and-short-haul discrimination so we may 


ignore it here. 


Intercoastal competition in Canada is significant at those points 
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in Central and Eastern Canada touched by navigable water, or near enough 
to be affected by it, and the coastal area of British Columbia. The 
extent of water competition on an intercoastal movement is determined by 


the combined effect of many factors. The most important are: 


(a) the rate from the point of production to the nearest inter- 
coastal steamer port. ‘this rate might be zero; it might be 
the water or truck-compelled rail charge; or it might be the 
standard rail charge. 

(b) the actual water rate from the eastern port to the western 
port (or vice versa). 

(c) ‘incidental charges such as wharfage, insurance etc. which 
apply on water movements but which are absent on rail traffic. 

(d) the disadvantage of the slower water movement, requiring 
among other things larger inventories, market timing and 
price risk. 

(e) extra packaging, extra handling and physical deterioration 


due to water and temperature. 


These are the general considerations involved in the intercoastal 
competitive picture. Ib cannot be too strongly emphasized, however, that 
as far as this competition is concerned there is a unique rate relation 


existing on almost every movement. As the Chairman of the Intercoastal 


k 
Steamship Freight Association said in a communication received from him: 


"There is no fixed relationship, percentage or otherwise, 
between intercoastal and transcontinental rates. This is 
necessarily so because of the fact that a substantial part 
of intercoastal business originates in or is destined to 
points some little distance from the port cities. Obviously, 
the intercoastal rate has to be less than the all-rail rate 
if the intercoastal carrier is to secure any business, but 
the measure of that difference will vary not only with 
different commodities but upon the point of origin and 
destination.” 


& Letter from Harry S. Brown, Chairman, Intercoastal Steamship 
Freight Association, to H. Harries, Dated March 1, 1949. 
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On the Canadian scene the institutional aspects of particular 
trade arrangements are likely to be every bit as important in estab- 
lishing this relation as are the pure "rate" elements. One cannot, 
for example, dismiss the fact that in the past an important source of 
intercoastal carrier competition in Canada has come from boats owned 
or chartered by British Columbia lumber interests. These ships arriv-— 
ing in the harbours of eastern Canada with a load of lumber are "cargo- 
hungry" on the return voyage. It takes a very small rate to compensate 
them for the trouble of handling manufactured goods under these 


circumstances. 


It might be noted that the tendency to equalize commercial 
opportunity in the various parts of the eastern industrial area by 
the formation of large rate groups has also tended to obscure the 
pattern which one might expect to find in water rates and rail com- 


petitive rates. 


Trans-ocean transport directly exerts a negligible influence on 
Rerettrerscentinentel rate structure. If the choice is one of publish- 
ing a rail rate which wili discourage the shipment of goods by direct 
sea route as opposed to landing the goods at the nearest continental 
gateway and using the railway, then the railways are simply not in the 
competitive picture. The idea previously discussed in connection 
with American railroad competition and the export and import traffic is 


persuasive here. 


The indirect effect of trans-ocean transport is felt in the trans- 
continental rate structure. The competition which exists between 
domestic manufacturers and overseas manufacturers in the western market 
has resulted in lowering transcontinental railway charges. This is 


plain market competition and the extent to which it has been a factor we 
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are not able to say. It may be noted, however, that the calculations 
required to intelligently appraise the rate requirements of the domestic 
manufacturers would be exceedingly complex, including as they would, 


processing, shipping and distribution costs on and from two continents. 


The foregoing discussion, which has detailed the general com- 
petitive factors operating on transcontinental haulage, is the context 


within which particular competitive influences must be studied. 


The competitive factors in transcontinental traffic appear to 
fall historically into three distinct periods. We may now discuss 


these. 
(1) Prior to the Operation of the Panama Canal 1869 to 1917. 


We have previously indicated that early in the economic life of 
the dominion there was potential American railroad competition. This 
competition became actual with the growth of the Midwest and develop- 


ment of the Pacific Coast. 


The conditioning competitive factor in this early period was the 
cost of intercoastal movement via ocean-rail—and-ocean over Central 
America or the ocean voyage via Cape Horn. Although this route might 
not be considered a potent source of competition it must be remembered 
that in this early period the level of American railway rates relative 
to ship rates was very high. It was the period of grand development 
in the matter of land transport. The outlay was enormous by nine- 
teenth century standards and rates were set to service this capital 
cost. It was also the period during which there was no effective long- 
and-short-haul rule operative in the United States. All this had the 


effect of producing exceedingly low rates at water-competitive points. 


The same thing was true of our Canadian lines where in many 
instances the mileage rates were even higher than the American, and 


consequently the stations at which competition impinged enjoyed a 
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relatively lower rate than similar American points. 


Local discrimination was rampant during the early years of this 
period because the salutary effect of a comprehensive regulatory system 
had not found time to exert itself. As far as the Canadian trans-— 
continental rates prior to 1918 were concerned they were related to the 
American charges. Direct intercoastal water competition between Canad- 
ian ports was not a factor of consequence but ocean rates did have an 


effect as a result of market competition as we have previously indicated. 


The competition of American intercoastal carriers carrying 
Canadian goods was also effectively throttled by the inaction of the 
Government of Canada. The evidence presented by the Vancouver Board 
of lrade in the Fifteen Percent Increase Case (1917) 7 J.0.R.R. 411 
is of interest here. Mr. Shullcross, British Columbia counsel, is 
quoted as follows at page 418: 

"To a very substantial extent the freight charged the people 

of Vancouver by the railways emanates from eastern seaports 

or adjacent points. An increase of 15 percent from these 

points would probably not be urged by the railway companies 

if the people of Vancouver were permitted to make use of the 

Panama canal. As the Board is no doubt aware, this waterway 

can only be used by the residents of the Canadian Pacific 

coast with the consent of the Dominion Government, by which 

we mean the appointment of a Canadian customs officer at 

New York... That this appointment be made, has been requested 


by the Board of Trade on many occasions, and as many times 
denied, by the Dominion Government." 


2. Competition from 1918 to 1940. 


With the successful completion of the Panama Canal a new and 
shorter route for intercoastal traffic was opened. The effect of 
the competition thus introduced fell with greatest force upon 
‘Western Canada. As we will point our later, unlike non-competitive 
areas in the United States which now had the substantial protection 
of an effective long-and-short-haul rule, Prairie territory was 
accorded none of the advantages that improved water transport made 


available. On the contrary, Prairie territory became the one 
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remaining area on the North American continent where standard 

rates on long-haul traffic could be imposed with any degree of 
success. At a time when American railroad competition, which in 
the earlier period had conditioned our transcontinental rates, 

was showing signs of diminished effectiveness, water competition 
not heretofore effective between Canadian intercoastal points 

was entering the picture. As if to make certain that this water 
competition would be effective the Government of Canada established 
a ship service between the coasts of Canada. 

With the conclusion of World War 1, during which intercoastal 
water movements had practically ceased, there was no sudden revival 
of the intercoastal trade although a tremendous interest in that 
trade was evident. A number of shipping companies inaugurated 
services but because of high charter rates and the inherent 
instability of that type of carriage those services were all short- 
lived. It was not until 1921 that any traffic volume developed 
and even then the difficulty of soliciting cargo and the low level 
of rates (usually 25 per cent under the rail charge) served to 
force near-bankruptcy on the participating intercoastal carriers. 
Had it not been for the entrance of subsidized Government shipping 
into the intercoastal trade it is highly unlikely that water 


competition would have been as important. 


The Government of Canada had acquired a merchant fleet 
during the war and at its conclusion, as a result of a new 
"national sentiment", and as a result of British Commonwealth 
policy, it was decided to increase this fleet and enter into the 
world carrying trade. For several years this activity, conducted 
as the Canadian Government Merchant Marine, was a distinct success, 
but by 1922 deficits began to appear. These deficits continued to 
mar the financial success of the venture until its termination in 


the middle thirties. 
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In spite of the unsuccessful nature of the ocean services 
already instituted, an intercoastal trade was started in 1923 by 
the Government of Canada. Regular monthly sailings from Montreal 
or Halifax and Vancouver were scheduled, and a determined effort 
was made to obtain traffic. The Government of Canada, operating 
a shipping service that was considered to be the marine arm of the 
Canadian National Railways, and which was heavily subsidized, did 


most of the pioneering work in our intercoastal trade. 


The Canadian Transport Company (commonly called the Vancouver- 
St. Lawrence Line) a subsidiary of H.R. McMillan Ltd., in order 
to find a market for Pacific lumber through Eastern Canadian 
outlets, undertook the intercoastal service left vacant by the 
Government's withdrawal in 1932. They went out on the market and 
chartered vessels from British, Danish, Norwegian and other owners. 
With an established west to east business in lumber they had 
assured one-way traffic and consequently they made a determined 


effort to acquire general cargo for the east to west haul. 


One of their vice-presidents was sent to Montreal where, 
with a group of traffic solicitors, he sought business. A 
traffic arrangement oe established with the Furness Withy 
Company and a further arrangement was made with Canada Steamship 
Lines, to bring traffic down the lakes to Montreal for trans- 


shipment into larger vessels. 


The extent to which boat competition was significant during 
this period is apparent from Figures 13 and 14 which detail the 


intercoastal movement.. 


Turning to the American railroad situation during the period 
from 1918 to 1940 we find that with the enforcement of the long- 


and-short-haul rule and the revision of the transcontinental rates 
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the ability of the American carries to freely adjust their 

Penccontineatel rate structure was qualified. This tended to 
keep the American port rates at a higher level than might have 
obtained in the absence of such regulation, thus beneficially 


affecting the Canadian railroads on transcontinental hauls.. 


This period also included the depression era which brought 
with it a smaller traffic volume and near financial chaos in the 
Americen lines. These factors had a strong influence upon rail- 


road competition. 
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1928 - 1947 


VANCOUVER AND NEW WESTMINSTER 


FIGURE 1 


INTERCOASTAL TRAFFIC TO EASTERN CANADA FROM 
( THOUSANDS OF TONS ) 
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Harbour Commissioners of New Westminster and Vancouver. 
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FIGURE 14 
VANCOUVER AND NEW WESTMINSTER 192 


INTERCOASTAL TRAFFIC FROM EASTERN CANADA TO 


( THOUSANDS OF TONS ) 
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3) Competition from 1940 to 1948 


With the advent of war in 1939 the competitive situation on trans- 
continental traffic was drastically altered. The ships which were ply- 
ing the Canadian intercoastal route were almost immediately withdrawn. 

By the beginning of 1940 water lines had ceased to be a competitive 
factor as Figures 13 and 14 indicate. By 1941 the ships engaged in the 
American intercoastal hauls had also ceased to be a competitive pe 

With the decline of competition on intercoastal traffic in 1939 same 

alterations were made in the transcontinental competitive commodity 


tariffs. In general these changes were insignificant. During the Thirty Per- 


cent Case Counsel for the Canadian Pacific Railway said at pages 11637 and the 


following, Transcript of Proceedings: 


"That between Sept. 1, 1939, and January 1, 1941, 129 carload items 
and 105 less than carload items have been increased." (page 11640) 


On January 20, 1942, the Wartime Prices and Trade Board issued Order 


aad 
No. 92 which virtually froze the existing rail rates. From that date to 


* See the findings of Examiner Frank M. Weaver in Reichhold Chemicals 


Inc. vy. Grand Trunk et. al. File No. 29847, October, 1948, 7 


+e Wartime Prices and Trade Board Order Number 92 dated the eothwor 
January, 1942, made pursuant to authority conferred by Orders-In- 
Council] P.C. 8527 and P.C. 8528, dated the first of November, 1941: 


"(1) In this order the expression rate means any rate or other charge 
whether described as freight rate, express rate, passenger fare or 
otherwise made for the transportation of goods or persons by rail. 


(2) Unless with the approval of the Board of Transport Commissioners 
for Canada and the written concurrence of the Wartime Prices and 
Trade Board, no person shall during any period of the year charge 
any rate higher than the corresponding rate charged during the 
same period of the year 1941: 


(3) Rates without further application may be higher than those charged 
during the basic period referred to in the maximum price regulation 
provided they conform to the requirements of Section 2 of this 
Order." 


Note also C.N.R. v. Halifax Fisheries Ltd., 56 C.R.C. 134 re 
W.P.1.p. Order. 92. 


350 & 


Set thy! a2 : okt 


(fe staW potiiw eqid 


2 _ _ 
feta ional 1 8amts 7 iefepcbtetit ngthemay od 


{io Bao 
} 


I aswel! €2 we 


oov Sto? Meo itemh 


P iw 
‘ a 
. t 


‘ i ) 
iasedig” = 
i rs ; i 
atiixas ei 
Ww ; 
10d diso 


A4 
ut? ,gatwolio®. i 
ms 
a a” 


; 


; ; iw stale 
it prtied 
baliveng 

"Esto 


4 «Wi 
OW 1h = Peray » | 


4.7.2.9 


April 8, 1948, the only revisions made in the transcontinental rates 


were reductions. Appendix B, Schedule 2, attached hereto lists these 


reductions which were made in the complete absence of carrier competition. 


On April 8, 1948, pursuant to Order 70425 of the Board of Transport 


Commissioners, the transcontinental competitive commodity rates, in 


common with most other rates, were increased by 21 per cent. Ona fifth 


class rate this meant that the absolute increase on the transcontinental 


haul was 51 cents. The absolute increase on a typical commodity rate, 


that applying on paper, was 32 cents. 


Again on September 15, 1948, the transcontinental competitive 
commodity rates were increased by 15 per cent as were most other 


competitive rates. 


In summary we may note that during the ten years, 1939 to 1948, 
* ‘ 
when water competition was absent the transontinental competitive 


* At page 6075, Volume 754 of the Transcript of Evidence in the 
Thirty Percent Case this interesting exchange is recorded during 
cross-examination of Mr. Knowles. 


"Mr. McLEAN: Q--Do you think there are a number of rates in force 
today which were based upon water competition which is no longer 
a potential threat? A--Yes sir. 


Q--There are a lot of rates that are? A--Yes sir, and the principal 
ones are the transcontinental ones from east to west. 


Mr. O'DONNELL: Q--The Panama Canal? A--Yes. 


Mr. McLEAN: Q--Suppose you put them up, would that drive business to 
the boats? A--There are no. boat ‘lines operating between Eastern 
Canada and the Pacific Coast today. 


THE CHIEF COMMISSIONER: Q--Is there anything through the Panama Canal 
now? A--The Vancouver-St. Lawrence Line has not been operating 
boats for a number of years through the Panama Canal; and the 
Manager told me a few weeks ago that he doubted if the line would 
be restored for a long time to come on account of the operating 
costs." 
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commodity rates aside from one general increase of 15 per cent were not 
Sieetanete is, altered. There was no substantial alteration in spite 

of the fact that their continued existence created on abnoxious form 
of local discrimination at many points between Winnipeg and Vancouver 


on hundreds of commodities. 


E. The Extent and Effect of Long-and-Short-Haul Discrimination at 
Intermediate Points. % 


The long-and-short-haul discrimination which is created as a 
result of er errtene ey competitive commodity rate structure bears 
most heavily upon the Province of Alberta. This Province, situated 
in non-competitive territory where it is without the ameliorative 
effects of American railway competition, is practically in the complete 


bondage of Canadian rates. 


For the consideration of the Commission we have compiled a list 
of all commodities which violate the long-and-short-haul rule to the 
extent that the transcontinental rate is not equalized by the lowest 
intermediate rate until a station at, or east of, Calgary or Edmonton, 
Alberta, is reached. This list is now offered as an Exhibit. We 
have made an extract of some representative rates in this exhibit 


which appear in Table 2 following, 
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The exhibit gives a picture of the situation as it existed in July, 
1948; that is, it includes the general increase of 21 per cent but does 
not include any subsequent increases. The list is aS complete ea calcula- 
tion as can be made of the extent of the long-and-short-haul discrimina- 
tion which existed in Alberta as of that date. In many respects the 
list is conservative because in July, 1948, the géneral transcontinental 
rate level was higher than it had been for twenty years. The picture 
during much of those twenty years was infinitely worse as far as Alberta 


was concerned. 


A perusal of the list will disclose that it contains many import-— 
ant Alberta imports. Iron and steel goods, chemicals and drugs, cloth- 
ing, hardware, canned foodstuffs and paper are fully represented. 

From an analysis of Railway Traffic Reports prepared by the Domiriiofi 
Bureau of Statistics it appears that these general items constitute 
not less than 25 per cent of the total traffic moving into Alberta Pron 


the east. 


In terms of the number of items in this list we calculate that 
they constitute 15 per cent of all the commodities contained in the 
Canadian Freight Classification with suitable allowances for duplica- 


tion. 


Another observation in connection with this list is that it 
contains many items which do not carry a commodity rate into Western 
Canada. This means that the long-and-short-haul discrimination is 


maximized in many instances. 
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TABLE 2. (REVISED) 
Certain Selected Commodity Items from 
Exhibit Illustrating the Extent of 
Long-and-Short-Haul Violations in Alberta. 


COMMODITY FROM RATE TO RATE TO STATIONS AT WHICH 
VANCOUVER CALGARY RATES TO VANCOUVER 
a |. arene CEPA DIeHi ee) an. ARE RQUALLED... “© 
Alumina, oo of C/L Arvide,Que. 182 254 Hargrave, Man. 182 
Valley ,Que. 167 240 ' Elkhorn, Man. 167 


Cores,Paper Winding 


C/L _ Three Rivers,Que 189 240 Regina, Sask. 188 

Copper, “chaatlate a Montreal 127 240 Scovil, Ont. 127 
od, 

Insulating Material Halifax, N.S. 220 292 Percival, Sask, 219 

Eel Grass C/L Lockeport N.S. 236 307 Percival, Sask. 234 


Litharge, Lead, White 


or Red,Zinc Oxide C/L A & B 151 240 MacGregor, Man. 151 
CAP de le MADELSINE 159 247 MacGregor, Man, 159 
Rock Phosphate Montreal 121 161 Sintaluta, Sask. 121 


(ground) C/L 


sisal Fibre C/L A&B 157 240 Chater, Man. 159 
Lamp outfits A&B LCL 726 822 AQ Bonheur, Ont. 375 A.Q 
Christmas tree C/L 375 

Gums or Resins A&B 433 548. Regina, Sask. 433 


Synthetic LCL 


Wool, in grease, in A&B ‘186 240 Regina, Sask. 188 
bales or sacks 
wool scoured C/L 


Cable, Aluminum, Plain Montreal, Que: 218 282 Sintaluta, Sask. 217 
or with steel core, Shawinigan Falls 

not insulated C/L Que « 

Frit Enamel in bags C/L Qakville, Ont. 184 240 McLean, Sask. 184 
/ 
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MMODITY FROM RATE TO RATE TO STATIONS AT WHICH 
VANCOUVER CALGARY RATES TO VANCOUVER 

/ eh C.F.A.1-H ARE EQUALLED NG 4 
acose, Corn sugar Cardinal, Ont. 

+n Syrup & Corn Port Credit, Ont. 133 240 Ingolf, Ont. 131 
ior. OL) C/L Group T ‘145 247 Winnipeg, Man. 145 


ls Fish or Sea Animal 
C/L A&B 91 240 Rate to all Points 
West of Fort William 
exceeds rate to Vancouver 


ls, Vegetable, Fish London, Ont. B52 240 MacGregor, Man. 151 
sea animal other 
an edible or medi-- 


aal C/L 

arch, C/L London, Ont. 145 240 Réaburn, Man. 145 
ass, dried ground A&B 121 AA McLean, Sask. 121 
bags C/L 

ice, Grape, unfermented A & B 133 282 Bonheur, Ont. 131 
ice, lime C/L T° 149 292 Butler, Ont. 148 


lasses in tank cars Chatham, Ont. 
yC/L Montreal, Que: 121 240 Eagle River, Ont.120 
Wallaceburg, Ont. 


da, Sodium, or Silicate A&B 91 143 Reaburn, Man. 92 
C/L 
iler Heads (Combustion Montreal 200 240 Uren, Sask. 200 


amber Heads) C/L 


rm, Seed G/L Blenheim, Ont. 109 TAA Brandon, Man. 108 
tton, Raw C/L A&B 206 240 Swift Current, Sask.207 
edge Buckets C/L Sorel, Que. 182 247 Percival, Sask. 182 
mber, Mahogany C/L Toronto 149 Pa] Elkhorn, Man. 148 
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COMMODITY FROM 


Rk enn ee 


Lumber, etc. Staves, A&B 
heading & hoops, as 
hardwood C/L 


Starch, Corn C/L 


Tires, R.R. Montreal (a) 
(b) 
(a) Min. 36000 lbs. (b) Min. 
Veneer, C/L St. John, N.B. 
Ale,Beer,Porter, A&B 


Carbonated Beverages & 
Mineral Water 


Bathroom Cabinets Steel LCL A&B 


Beans, Vanilla in metal 
cans in boxes - L.C.L. A&B 


Cabinets, Dentists or A&B 
Surgeons Instruments 
or Supply LCL 


Cameras, Moving Pictures A&B 
Projectors & Carrying 
cases LCL 


Cloth, Gummed, in boxes F 
L3G.4% 


Cocoanut, Prepared A&B 
C/L 


Coffee & Coffee Sub- A&B 
stitute; Coffee, green, 
ground or roasted. 

Coffee sub. C/L 


Compounds, Anti-freeze A&B 
C/L 


RATE TO 
VANCOUVER 


zt 


155 


221 
182 
60000 lbs. 


143 


206 


424 


‘532 


668 


741 


454 


182 


‘169 


182 


et 


RATE TO STATIONS AT WHICH 
CALGARY RATES TO VANCOUVER 


—__-C.F.A1-H CARE EQUALLED. 


143 


Cardinal ,Qnt. to James Island 


240 


240 


167 


240 


548 


1096 


822 


1096 


563 


282 


240 


240 


Sintaluta, Sask. 


Melbourne, Man. 


Sintaluta, Sask. 


Webb, Sask i) 


Swift Current, Sask. 


Mclean, Sask. 


Raleigh, Ont. 


Boharm, Sask. 


Alexander, Man. 


Belle Plaine, Sask. 
MacGregor, Man. 


Kerkella, Man. 


Sintaluta, Sask. 
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RATE TO RATE TO STATIONS AT WHICH 
VANCOUVER CALGARY RATES TO VANCOUVER 
COMMODITY FROM CFA 1-H ARE EQUALLED 
Furniture, casters C/L A&B 224 282 Regina, Sask. 224 
Cobbler's outfits A & B LCL 424 455 Medicine Hat, Alta. 422 
C/L 22% 240 Suffield, Alta. 225 
Traps, Animal NOIBN A&B 224 282 Regina, Sask. 224 
Steel C/L 
Abrasives, paper A&B 363 367 Dalemead, Alta. 363 
coated with abrasive 
’ material LCL 
Blacksmith's machinery A&B 224 240 Suffield, Alta. 225 
Range Boilers, other A&B 224, 282 Regina, Sask. 224 


than electric, steel C/L 


The exhibit indicates that on a substantial number of items the 
Alberta resident pays a higher freight charge than the British Columbia 
consumer, In a real sense the differential that exists between these 
charges may be considered as an extra contribution made by the Alberta 


resident to transportation overhead. 


In 1938 the Edmonton Chamber of Commerce submitted the fallowing 
evidence to the Rowell-Sirois Commission regarding the increased cost 
that this differential imposed upon the Alberta consumer. 


They said in part at page 6 of their supplementary brief: 


"Consider the cost of canned tomatoes, corn and peas... 
If the (Vancouver rate) applied to Alberta shipments tomatoes 
would be reduced about 3¢ per tin and corn and peas about 2¢ 
‘per tin. 


"An ordinary galvanized stock tank that sells to the 
farmer at about $12.50 would be reduced $1.00 if Alberta 
farmers had the same freight rate as B.C. farmers. The same 
proportionate reductions would be made on stove pipes and 
dozens of other steel products. 


"Do you realize that 26% of the cost of eave troughs 
and conductor pipe is transportation cost? If we had the 
Vancouver rate the transportation cost would be only 11%." 


In addition to the absolute burden that long-and-short-haul dis-— 


crimination imposes upon Alberta the relative position of certain 
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business interests in this Province must be considered. 


In 1938 the Edmonton Chamber of Commerce in a supplementary brief 


to the Rowell-Sirois Commission said at page 3 that: 


"(Barbed wire) can be delivered in Edson, Alberta, via 
Vancouver for a total transportation cost of Montreal-to- 
Vancouver 75¢ plus L.C.L. Vancouver-—to-Edson of $1.13 or a 
total of $1.88. If distributed from Edmonton the rates are 
Montreal-to-Edmonton $1.98 plus L.C.L., Edmonton—to-Edson of 
35¢ or a total of $2.33. ‘this is an excess charge if dis- 
tributed from “dmonton of 35¢ per cwt., and the distance the 
railways haul this merchandise is 1410 miles less, This 
item can be shipped to Wainwright, Alberta, 135 miles east 
of Edmonton for 20¢ per cwt. less if distributed from 
Vancouver rather than from Edmonton........ This is an excess 
of 1560-miles. 2.0 4." 


There were a number of other commodities which reacted to the 
rates in a similar fashion. In each case the difficulty and even the 
absolute impossibility, of the Alberta wholesaler doing business in 


territory adjacent to his own location was apparent. 


In 1947 the situation with regard to certain transcontinental 
competitive commodity rates had altered but the fundamental disability 
of these rates remained. The Government of Alberta said in the Brief 
presented to the Board of Transport Commissioners in the 30 percent 


case, (Vo. 769 - Transcript of Evidence, at page 11473 etc.): 


"Schedule 12 indicates the disadvantage to Alberta of 
existing transcontinental rates and in particular demon- 
strates the disabilities suffered by our distributing centres 
in areas logically tributary to them. A comparison of the 
cost of distributing goods shipped from Eastern Canada to 
certain British Columbia interior points from Calgary and 
Vancouver respectively indicates that although the distance 
via Vancouver to the points given ranges from 24 to 34 per 
cent greater, the transcontinental rates enable Vancouver 
distributors to reach interior points that are nearer to 
Calgary at rates substantially below those that must be 
paid by Calgary distributors. The proposed increase would 
further restrict the markets of Alberta distributors in this 
area by increasing the differentials in favour of Vancouver. 


"Schedule 26 describes what is probably the extreme 
case of the spread between the low competitive rate from 
Eastern Canada to the Pacific Coast and the comparable rate 
to Alberta points. Canned goods can be shipped from Toronto 
to Vancouver at the transcontinental commodity rate and re- 
shipped back to Edmonton. 
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at a combined rate of $1.94 per cwt., compared to the direct 
Toronto-Edmonton quoted rate of $1.98 per cwt. ‘the rate to 
Vancouver is less than 50 per cent of the Edmonton rate to 
begin with and this difference between the two rates is suff- 
icient to extend the back-haul territory from Vancouver to 
Edmonton, a distance of 765 miles. The total additional haul 
which the railways would be obliged to perform at no extra 
charge, if the shipment were rebilled at Vancouver, is 1,530 
miles, most of which is through Mountain territory where 
operating costs are alleged to require the application of the 
higher rates of the Mountain Differential." 


At the Edmonton and Calgary hearings of this Commission 
Several representative distributors appeared under the auspices of the 
Boards of Trade to present evidence in connection with Long and Short 


Haul discrimination on certain items of particular concern to them. 


Mr. H. V. Lewis, a director and traffic manager of Louis Petrie 


Ltd: a Calgary wholesale grocer, said: (page 1494 of the Transcript) 


"Just about our sorest point is the advantage enjoyed by 
Vancouver in the transcontinental rate. Rates from Eastern _ 
Canada to Alberta have as their maximum the rate to Vancouver 
plus the back-haul and some of them are very close or even in 
certain circumstances have to be reduced. We feel that it is 
grossly unfair that we should have to pay the cost of a double 
haul across the mountains on our purchases in the East. South 
of the border the situation is different and our purchases in 
Eastern states move at a transcontinental rate plus local from 
the border as shown above. We think the rates should be altered 
to no more than the rate from comparable U.S. points." 


Mr. B. Bowlen, Secretary of the Alberta Co-operative Union, said 


in his Brief: (pages 1499 and 1500 of the Transcript) 


"As wholesalers, interested in the distribution of food 
products canned in Eastern Canada, we wish to draw your atten- 
tion to the problems created by the so-called Panama Canal com- 
petitive rates to Vancouver. Suppose we wished to order a car- 
load of canned tomatoes from Aylmer, Ontario. We would be 
assessed 2 charge of $2.40 per cwt. or a total charge of 
$1,440:00: A Vancouver wholesaler could get a similar shipment 
at a cost of $1.37 per cwt. or at a total charge of $822.00. 

In other words, a Vancouver wholesaler pays approximately half 
the freight charge that we do and yet receives service for an 
additional 750 miles. This is only one part of the problem 
however. With these low coast rates in existence, a Vancouver 
wholesaler could actually distribute that carload of tomatoes 
all the way back into the Western part of Alberta. You can 
appreciate that absolutely and relatively, therefore, we are 
placed in a most disadvantageous position." 
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Mr. J. H. Harvey, a director and Assistant Manager of Brock Company 


(Western) Limited, submitted that: (pages 1502 and 1503 of the Transcript) 


"The following rates are in existence today, showing a comparison 
between Montreal to Vancouver and Montreal to Calgary: 


Montreal Montreal Vancouver 
to to to 
VBR COUNSEY (i Wee LEAT Tan hOVeLESEy. 
Linoleum in carload 228 2;40 (1.19) ‘ 


Cotton Piece Goods in 
carload 2b INA 2.82 (1.33) * 


Flannelette Blankets 
included in Cotton Piece 
Goods car to Vancouver 
only Rally 


Flannelette Blankets 5.48 Pale ois! 


"From this table it is apparent that Flannelette Blankets, 
which originate at Montreal, can be laid down in Yancouver at a 
rate of $2.44 per cwt. because they are carried in a mixed car 
of Cotton Piece Goods. The same Blankets moving from Montreal 
to Calgary would go at a rate of $5.48 per cwt. 


"To get the same commodity in our warehouse in Calgary, it 
costs us exactly $3.04 more per cwt. than it costs the Vancouver 
wholesaler. When you stop to consider that those same Blankets 
can be moved from Vancouver back to Calgary at a rate of $2.65 
per cwt. you can realize the competitive situation in which we 
find ourselves on this item. : 


Mr. C. W. Carry, appearing in Edmonton on behalf of C. W. Carry 


Ltd. said: (page 2061 of the Transcript) 


"Our rate on structural steel from Sault Ste. Marie, 
Ontario, to Edmonton is a 6th class rate of $2.17, while the 
Same product travels right past our doors into Vancouver for 
$1.74 per cwt. (C.F.A. 1-H, Supp. 78). 


"Tt is true that the minimum carload weight to Vancouver 
is 50,000 lbs., while the minimum to Edmonton is only 36,000 
lbs. However, we would be quite willing to have our minimum 
increased to the same weight as Vancouver's in return for the 
Same consideration as they receive on rates." 


"Mr, R. W. Roscow, Secretary-Treasurer of the Great West 
Garment Co. Ltd., Edmonton, stated, in part: (page 2075 of the Trans- 


cript) 
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"Approximately eighty per cent (by weight) of our raw 
materials are cotton piece goods. The major portion of these 
we obtain from Eastern Canada. The rate on this material from 
Montreal to Edmonton is $2.82. The rate on this same merchan- 
dise to Vancouver is $2.44. That is, the railways will haul 
these cotton piece goods approximately 750 miles further for 
38 cents less. 


"Tt is true that the minimum carload rating to Vancouver 
is 30,000 Ibs. compared with a 24,000 lbs. minimum to Edmonton. 
This difference is of little consequence. We would be quite 
willing ta accept a 30,000 1b. minimum if our rates were in 
line with those to Vancouver." 


Mr, C. V. Cairns, Manager of Blowey-Henry Limited, Edmonton, 
wholesalers of furniture and house furnishings, had the following to 


say: (Page 2078 of the Transcript) 


"We feel we are at a decided disadvantage to Vancouver 
in bringing in many of these products. Permit me to give you 
an example of what I mean. The C.L. rate on linoleum from 
Montreal to Edmonton is $2.40. The same product, travelling 
From Montreal to Vahcouver, enjbys a commodity rate of $2.24, 
This is sixteen cents less than the rate to Edmonton for a 
haul which is approximately 750 miles longer." 


Mr. A. A. Holt of the wholesale dry goods firm of Dower Bros. 


Limited, said in Edmonton: (pages 2088 and 2089 of the Transcript) 


"The Vancouver distributor is allowed to mix pillow— 
cases, sheets, towels and cotton blankets in a carload of 
cotton piece goods. These goods move to Vancouver from 
Eastern Canada at a rate of $2.44 per cwt. We, in Edmonton, 
are not allowed the same mixing privilege and if we wish to 
bring in pillow-cases, sheets, towels and cotton blankets we 
must pay a rate of $5.48 per cwt. 


"To get those things in costs us exactly $3.04 more 
per 100 lbs. than it does the Vancouver wholesaler. 


"Today, Vancouver distributors can reship these items 
on an L.C.L. rate into Edmonton at $3.01 per cwt. In other 
words, the Vancouver distributors can get these items to 
Edmonton at a lower freight cost than we can. 


"When the Mountain Differential is removed this situa- 
tion is going to be further aggravated. What it will mean 
to us is simply that Vancouver distributors are going to be 
able to distribute certain manufactured cotton goods via 
Edmonton throughout the whole Peace River country cheaper 
than we can. The full portent of this has been brought home 
to us by the fact that a Vancouver dry goods concern, 
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previously operating with only an office ify Edmonton has 
started construction of a warehouse in this city from which 
to distribute merchandise throughout Northern Alberta. It 
is quite obvious that they expect an increased volume of 
sales due to the lower prices at which they will be able to 
offer their merchandise when the differential is removed," 


Mr. H. B. Armstrong, Vice-President of Western Supplies Limited, 
an Edmonton firm engaged in the distribution of pipe, had this to say: 


(page 2094 of the Transcript): 


"Permit me to give you an example of just one ine- 
quality which affects our business and which we think 
Should be adjusted:- 


"Pipe, 4 inches and under in diameter, imported from 
Welland, Ontario, to Edmonton: On a carload of 35 tons our 
freight cost is $1,680. This same carload of pipe will 
travel from Welland to Vancouver for only $924. In other 
words, we are called upon to pay $756 more freight on every 
car of pipe than Vancouver pays. We submit that this is 
an absurd situation. 


"The Railways haul the car a much greater distance and 
get just over one-half of the revenue." 


Mr. D. L. Dworkin appeared on behalf of D. G. Latta Ltd., 
Edmonton, wholesalers of steel products, and said in part: (pages 


2105 and 2106 of the Transcript) 


"We import steel into northern Alberta from Hamilton, 
Ontario. Our charge per hundred pounds is $2.17. This same 
steel travels from Hamilton to Vancouver on a commodity rate 
of $1.74 per hundred pounds. This means that the railways 
haul this merchandise approximately 25 per cent farther for 
just 80 per cent of the revenue." 


Mr. H.W.J. Madison, Manager of MacDonalds Consolidated Limited, 
Edmonton, wholesale grocers engaged in business throughout Alberta, 


stated: (pages 2108 and 2109 of the Transcript) 


"We wish to draw the attention of the Commission to 
the situation that presently applies in connection with the 
movement of certain grocery items which move from eastern 
Canada to western Canada. In general, lower rates have been 
applied to those shipments destined to Vancouver than apply 
to similar movements to Edmonton. Taking canned goods as an 
example, we find that the Vancouver distributors are permitted 
to import mixed carloads of these at a rate of $1.37. On the 
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other hand, the Alberta distributor is required to pay $2.40 for the 
Same merchandise. 


"While we realize there is a difference in the carload minimum 
weight to these points we would gladly accept Vancouver's higher 
minimum for the same: treatment Vancouver receives on rates." 

It is apparent from the statements of these Alberta businessmen 
that long-and-short-haul discrimination has a measurable and 
deleterious effect upon their ability to service markets adjacent to 
their business location. It is significant that after an extended 
period during which there has been no water competition Alberta 
business should still be laboring under this discrimination which in 


our submission is absolutely unwarranted. 


F. Canadian Railroads and the Long-and Short-Haul Rule. 


The attitude of the railroads in the matter of long-and-short-haul 
discrimination is clearly stated in the Outline Submission of the 
Canadian Pacific to this Commission. Part I, paragraphs 46 to 50 


inclusive (at pages 15 and 16) says: 


"46. Competitive rates are made for the sole purpose of obtaining 
traffic that otherwise would be lost to the railways. The level 

of a competitive rate is not set by the railway but by the competi- 
tion. A railway has, and necessarily must have, the privilege and 
responsibility of deciding whether to establish a competitive rate or 
forego the revenue which could be derived from handling the traffic. 


"47. As competitive rates are made with particular regard to the 
traffic on which they are to apply, they cannot be applied as 
maxima to intermediate points where similar competition does not 
exist. 


"48. When a railway, by reducing a rate to meet competition 
secures or retains some remunerative traffic that it would not 
otherwise handle, there is benefit both to the shipping public 
and to the railway. 
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"49. In such circumstances a Community, in which the railway does 
not have to compete with other transportation agencies, 

does not suffer when the railway establishes competitive rates in 
another area. The lower level of transportation charges in the 
competitive area would be effective there even if the railway had 
not found it necessary to reduce its rates in order to secure or 
retain traffic. 


"50. An application of these principles is found in "trans- 
continental rates" in effect between Eastern Canada and the 
Pacific Coast. These rates were established to enable the rail- 
ways to secure traffic that would otherwise move by water 
carriers. These rates do not and should not apply to intermediate 
points, although in all cases the rate to the intermediate point 
Should not and does not in any case exceed the sum of the 
competitive rate to the point beyond plus the rate on the return 
haul to the intermediate point. Competition forces exceptions 

to the long and short haul principle of rate-making and this is 

duly recognized in Section 314 (5) of the Railway Act." 

With regard to competition. As we have previously pointed out, 
the transcontinental rate structure is not based solely on water 
competition via the Panama Canal or by any other route. There is a 
Substantial element of market competition via the Panama Canal or by 
any other route. There is a substantial element of market competition 
involved‘) tn our Submission rates which are established to meet 
market competition are in an entirely different class from rates to 
meet carrier competition. The logic of market competitive rates carried 
to its conclusion results in the neutralization of natural advantage, 
the uneconomic location of industry, the wasteful transportation-6f 
products, ' and other socially and economically undesirable consequences. Many 
transcontinental rates are established to meet market competition, and 
we object most emphatically to any approach which attempts to place the 


whole transcontinental rate picture into the framework of carrier 


competition. 


With regard to the actual manner in which these competitive rates 


envolve, and specifically with regard to the statement that "the level 


(1)& See Schedule 2, Appendix B for a list of rate reductions from 
1942 to 1946. 
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of a competitive rate is not set by the railway but by the competition". 
(Paragraph 46 quoted supra) It is our submission that conclusive proof 
of this statement has never been presented. On the other hand our study 
of the transcontinental rate structure indicates that as often as not it 
is boats that meet the railway rates; and indeed if the railways were 
willing to compete at a much higher level of charges with the boats they 
would be just as successful in getting traffic as they have been. With the 
extremely low level of rates in effect during the thirties the railways 


still lost substantial traffic. Table 3 is instructive in this regard. 


“OS i= 


ee 


' 
a = 


& , 
a, he) aon Wine i wy 
Santditeqace ed! ys dud yeelies ont vi Jen fot eb. 
¥ ve i (= : 

foatd evtauloacy jund gofoetmion wm sk SD (ardue Betoun’ q 
‘ dé hs ; ie" 
‘Qbnee Ato bret vedio art 60 bd 120" ised teven det Jisaptede et “ ac 
ee -_ 
‘@? Jon se nedlo va fads wefaothat » joutie edat Esinentiaoveuess ie C 
‘ ba 

7 


| ete sesettad ed tt beebat bns ;notet yowlist end Goom Jat. alant 
. 


_ 


rm 
a vs 4 
yes etso0 6nd iw pegiado ic 4 rhs ti doom 2 is sJeqmoo yat 
y 7 


. 


Ts 
8 43 sha .USe t ei ue ‘ Sri in : , Lt : ge nit} 
we By), i 
hi 
' ia 
_ exewhkes 


Sy ae fea ted or 


TABLE 3 


Percentage of Water-borne Shipments to Rail Shipments 


from Eastern Canada to Pacific Coast Ports 1930-1947.% 


Year Water Rail Percentage 
Tons Tons 

1930 33,772 103,825 32.53 
1931 28,354 82,172 Bh. OL 
dh oe 19,836 37,810 52.46 
Be ey 27,447 525498 51.97 
1934. 61, 392 106, 332 57.74 
Ali 50,852 58 058 87.59 
1936 64,941 88, 303 73354 
1997 62, 380 107,122 58.23 
1938 59: 399 98 591 60.24 
1900 35,210 124,576 28.26 
1940 5 9525 182,227 3.03 
1941 - 2905260 ) 
1942 3,711 ° 0 
1943 be 341,473 0 
LIAL 15659 417,774 0:40 
1945 = 473,010 0 
1946 - 429 ,077 0) 
1947 - . 528,488 0 


& Figures for the water movement are from Appendix A Schedule 3. 


Figures for the rail movement are compiled from D.B.S. publication, 
Summary of Monthly Traffic Reports. 
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The Canadian Pacific Outline Submission makes the further observa- 
tion that: 

"When a railway, by reducing a rate to meet competition, 
secures or retains some remunerative traffic that it would not otherwise 
handle, there id benefit both to the shipping public and to the railway. 
(Paragraph 48 supra) 


Thiscis:not by any means a certainty. 


The character of the traffic and of the lines of road over which 
it moves must be considered. It is quite possible to encounter a 
Brain in which the competitive traffic is such a large percentage 
of the total traffic, and the competition is of such a sustained nature, 
that what would ordinarily appear to be a remunerative rate is ys in 
fact sufficient to cover the total expense of carrying the traffic. 
Granted however that the rate covers all expenses attributable to the 
movement the matter of collateral losses on this traffic must also 
be considered. If competition jmpinges upon even as much as seventy-five 
percent of the traffic the making of a competitive rate which is in 
itself remunerative may have the overall effect of reducing the carrier's 
net earnings. In this situation it cannot be maintained that the rail- 
ways and the shippers benefit. Incidental to this matter is the percentage 
of the competitive traffic which can be retained by the competitive 
rate. Qbviously the less the percentage of such traffic retained the less 


the likelihood of the rate being beneficial to the parties concerned. 


Qn these grounds it cannot be assumed that a reduced rate to meet 


competition automatically benefits the railroads and the shipping public. 
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G. Summary of the Canadian Experience with the Long-and-Short-—Haul 
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From the foregoing analysis it is apparent that long-and-short- 
haul discrimination has been a continuing characteristic of the 


transcontinental competitive commodity freignt rate structure. 


The reason for this obnoxious form of local discrimination has 
not been the same throughout its history. At first justification was 
Sought mainly in American railroad competition, later in water 
competition, and finally in potential water competition. During the 
war period the Wartime Prices and Trade Board regulations prohibited 
rate increases of any kind. Overlaying, and frequently superceding 
these specific reasons market competition has been a continuing and 


subtle factor. 


The effect of this discrimination has fallen with greatest force 
upon Alberta where the absolute and relative creeeta have been sign- 
ificant. It is submitted that the disadvantages arising from long- 
and-short-haul discrimination far outweigh any real advantages that 


might be claimed. 


The Board of Transport Commissioners have exhibited in this 
matter a negative attitude. Nowhere can we find evidence to indicate 
that the Board or its officers have made an adequate attempt to 
analyze the competitive factors involved or to sufficiently weigh the 
relative advantages and: disadvantages to the railways and to the 


intermediate points of the lower terminal rates. 


It is our submission that the foregoing analysis indicates the 
necessity for a new approach to long-and-short-haul discrimination and 
specifically as it is found in the transcontinental rate situation. In 
as much the same problem has been of concern to shippers, railroads and 
governments in the United States it is now our intention to present a 


Statement of the American experience. 
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PART III - THE AMERICAN EXPERIENCE 


In this section we are describing the process by which long-and- 
short-haul discrimination was largely eliminated from the transcontinen- 


tal railroad: route structure in the United States. 


In 1888, the Interstate Commerce Commission, referring rate to trans- 
continental rates said: "Ever since the opening of the first trans- 
continental line it has been customary to make higher rates at inter- 
mediate points than at the terminals, the through business having been 


W 
° 


treated as competitive Martin Vv. Southern Pacific: Co,, 2 


I.C-C. 1, 12 (1888). The extent to which rates at intermediate points, 
particularly in the Rocky Mountain States, have exceeded through rates 
to and from the Pacific Coast terminals has varied from time to time 
but it may be fae ee established that higher rates at intermediate 
points in the Mountain States, than applied at the Pacific Coast 
terminals, were a well-recognized characteristic of the rate structure, 
although a characteristic that was frequently criticized, and after 


1887, was many times attacked in proceedings before the Interstate 


Commerce Commission. 


In tracing the process by which this feature of the rate structure 
was modified, and eventually eliminated in large measure, it is necessary 


to recognize five distinct periods as follows; 


WAG The period from 1887 to 1897 (pp. 70 - 76 infra.) 
B. The period from 1897 to 1910 (pp. 76 - 81 infra.) 
Cc. The period from 1910 to 1918 (pp. 81 - 90 infra.) 
Dy The period from 1918 to 1932 (pp. 91 - 100 infra.) 


ES The period from 1932 to the present time 
(pp. 100 - 104 infra.) 


The significant developments in each of these periods are 


considered below. 
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sy The Period from 1887 to 1897 


The period from 1887 to 1897 was dominated by the interpretation 
placed upon the long-and-short-haul clause (section 4 of the Act to 
Regulate Commerce) as it was originally enacted. That clause, as 
enacted in 1887, provided 

"That it shall be unlawful for any common carrier subject 

to the provisions of this Act to charge or receive any greater 

compensation in the aggregate for the transportation of 

passengers, or of like kind of property, under substantially 

Similar circumstances and conditions, for a shorter than for a 

longer distance over the same line in the same direction, Bhe 

shorter being included within the longer distance.......... 

The Commission was empowered "after investigation" to make exceptions 
"in special cases" and "to prescribe the extent to which such designated 


common carrier may be relieved from the operation of this section of this 


Act,” 


For the purpose of this anaylsis the important question is what 
circumstances created such a dissimilarity of conditions and circumstances 
at through and intermediate points as to make it not unlawful to charge 
more for the shorter than for the longer haul without the prior approval 
of the Commission. This question came before the Commission in 1887 in 
the proceeding known as In Re Louisville and Nashville Railroad Co., 1 
I.C.C. 32,\,and Later in Railroad Commission of Georgia v. Clyde Steamship 
Co., 5 1.C.C. 327 (1892). The position taken by the Commission in the 
first of these cages was reaffirmed and stated concisely in the second. 

In the words of the Commission, 
"The competition of carriers subject to the Act with carriers 

not amenable to its provisions plainly constitutes dissimilar 

circumstances and conditions which justify a reasonable depart- 

ure from the rule of the fourth section if the competition be 

actual and controlling in respect to traffic important in amount.” 

"This includes", the Commission went on to say, "the competition of 
independent water lines, independent state railroads and foreign railroads, 
where they have not so connected themselves with the carriage of inter- 


state traffic as to thereby become subject to the Act." (5 I.C.C. 327, 
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391). The reference to "state railroads" is to railroads operating a 
line lying wholly within a particular State of the United States. The 
foreign railroads referred to were obviously Canadian roads. (1 I.C.C. 


AY, 80-81) 


Cases involving long-and-short-haul discrimination in the 
transcontinental rate structure which came before the Commission in the 
period from 1887 to 1897 were considered in the setting which we have 
described, namely, that if through rates were controlled by competition 
of carriers not subject to the Commission's jurisdiction, and such com- 
petition did not operate at intermediate points, the through and local 
traffic was not being ReGen under substantially similar circumstances 
and conditions, and hence there was no violation of the long-and-short- 
haul clause. After the decision of the Commission in the Clyde Steam- 
ship Co. Case, above mentioned, no circumstances alleged to justify 
departure from the long-and-short-haul principle, other than those 
mentioned in that case, would be recognized by the Commission as justify- 
ing departure from section 4 without specific authorization of the 


Commission. 


Since justification of most seeming departures from the 
long-and-short-hayl clause in the transcontinental rate structure was 
alleged competition by water for the through business, the Commission 
was called upon in several cases to determine whether such competition 
really existed, and whether or not it was a controlling force depressing 
the through rates below a normal basis. We will verelccerph briefly 
the cases involving this question which came before the Commission in 


the period from 1887 to 1897. 


Martin v. Southern Pacific Co,2 I.C.C. 1 (1888). In this 
case higher rates on certain commodities from San Francisco to Denver 
than applied from San Francisco to Kansas City, 600 miles farther east, 
were found in violation of the Act. The Commission found that no com- 


petition existed to depress the through rate, hence section 4 of the Act 
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was violated. After this decision the carriers realized that a compre- 
hensive revision of the whole transcontinental rate structure would be 
necessary. A revision of the rates was undertaken and tariffs were 
filed containing rates purported to be in compliance with the long-and- 
short-haul clause. These tariffs were before the Commission in the case 


next described. 


In Re Tariffs of the Transcontinental Lines. 2 1.C.C. 324 
(1888). In this proceeding the Commission found that the new tariffs 
filed by the carriers eliminated many fourth-section violations. These 
tariffs were not formally before the Commission, but the Commission's 
views had been sought in their preparation. "It will not do, however, 
for the carriers .....¥...... to claim that they have brought their lines 
wholly into conformity with the rule of Section IV of the Act to regulate 
commerce, upon westbound Dueiness’s said the Commission. (p. 336). The 
Commission pointed out that the tariffs contained many rates which were 
lower between the Atlantic ports and the Pacific Coast than those appli- 
cable at intermediate points. These violations were partially obscured 
by the fact that through rates were not published in the same tariffs 


as the intermediate-point rates. 


Rice v. Atchison, Topeka and Santa Fe Railroad Co., WL sOeGs 
228 (1890). In this case complaint was made that the rates charged on 
petroleum and its products from various eastern points to Pacific Coast 
terminals were lower than to intermediate points. The case was tried on 
the basis of section 4 only. Rates were 90 cents per hundred pounds from 
points east of the 97th meridian of longitude to San Francisco and other 
Pacific Coast terminals. To intermediate points west of the Missouri 
River the rates increased with ay euence until they equalled the 90-cent 
rate to the Coast plus the local rate back from the Coast. Justification 
of the lower through rates was sought on the basis of water competition, 


principally by clipper ships around Cape Horn, The carriers showed that 


actual competition existed. No violation of section 4 was found. 
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San Bernardino Board of Trade v. Atchison, Topeka and 
Santa Fe Railroad Co., 4 I.c.c. 104 (1890). The complaint in this 
case alleged that rates on numerous commodities from Missouri River 
points, St. Louis, Chicago, Cincinnati, Detroit, and New York were 
lower to Los Angeles than to San Bernardino, California, and inter- 
mediate point. The carriers alleged dissimilarity of conditions and 
circumstances by reason of water competition from New York and other 
eastern points to Los Angeles. On the commodities in question the 
Commission found little competition from New York via Cape Horn, or 
via the Isthmus of Panama, nor any such competition from interior 
points. The Commission laid down this principle: 

"Possible competition by water is not sufficient to 
justify a greater charge for the shorter distance. Under 
the provisions of the fourth section of the Act to regulate 
commerce, the competition must be actual, and so counteract- 
ting as to take the freight if the lower charge for the 
longer distance was not maintained." (p.114). 

The Commission concluded its consideration of this case by 
saying: 

"The defendants have failed to establish the existence 
of dissimilar circumstances which justify the greater charge 
for the shorter distance to San Bernardino, than for the 
longer distance to Los Angeles, from Kansas City, St. Louis, 
Chicago, Detroit, Cincinnati, New York, and corresponding 
points, on commodities mentioned in the complaint, Such: 
greater charge is therefore unlawful and an order will issue 
requiring its discontinuance from and after September l, 1890." 
(pe 215): 

The resulting order of the Commission, however, was not complied 
with. The courts refused to enforce it, holding that there was com- 


petition at the through point which made the prohibitions of the fourth 


section of the Act inapplicable. Interstate Commerce Commission v. 


Atchison, Topeka, and Santa Fe Railroad Co., 50 Fed Rep. 295 (1892). 


Merchants' Union of Spokane Falls v. Northern Pacific Railroad, 
5 1.C.c. 478 (1892). In 1889 the Merchants' Union of Spokane Falls, 
now Spokane, in the State of Washington, filed a complaint with the 


Interstate Commerce Commission alleging, among other things, that the 
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rates charged on all classes of freight to Spokane Falls from the East 
were unreasonable, and that the higher rates charged on many articles to 
Spokane Falls than to Portland, Tacoma, and Seattle violated the long~and- 
short-haul clause of the Act to Regulate Commerce. Spokane Falls was . 
about 550 miles east of Portland, and more than 400 miles east of Tacoma 
and Seattle, and was intermediate between those cities and the eastern 
termini of the Northern Pacific Railroad at St. Paul, Minneapolis, and 


Duluth. 


The proceedings revealed that the class rates from the 
Eastern termini of the Northern Pacific and ering Lenees east thereof 
were the same to Spokane as to the Pacific Coast points. These rates 
therefore, did not violate the long-and-short-haul clause. In addition 
to these class rates there were a large number of special commodity rates 
both eastbound and westbound. The number of commodity rates applying 
westbound, however, greatly exceeded the number of those applying east- 
bound. Some of the westbound commodity rates, like the class rates, 
were the same to the Pacific Coast terminals and to intermediate points. 
A much larger ne ae of the commodity rates, however, applied only to 
the Pacific Coast terminals, while the higher class rates applied to inter- 
mediate points like Spokane, unless the low commodity rate to the Pacific 
Coast terminals plus the local rate from the terminals back to the inter- 
mediate points resulted in a lower combination, in which case the lower 


‘combination applied. 


The Commission held that the maintenance of the lower rates 
to the Pacific Coast terminals than to Spokane Falls was not in contra- 
vention of the long-and-short-haul clause. The Commission found that 
the traffic to the Coast and to the intermediate points was not handled 
under substantially similar circumstances and conditions, since the 
through traffic was competitive with water routes and the traffic to the 
intermediate points was not. There was disagreement between the parties 


as to the extent of the competition by water at the terminals. The Com- 
mission, after examining the evidence relating to this matter said: 


... « swe are constrained to hold that water competition of controlling 


force and affecting a variety of traffic important in character and 
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amount, actually exists at these several terminals. . . ." Although it 
found "constant and controlling competition" at the terminal points it 
said: ". .. . .we have the impression at the same time that some of 
the commodity rates under which traffic is taken to western Fiesty are 
lower than is necessary to prevent water lines from getting the business, 
and that commodity rates are accorded to more or less articles which are 
not adapted to water transportation and therefore not subject to water 
competition." (p. 503). The Commission pointed out that "nothing but 
the stress of unavoidable competition can legalize the inequality 
resulting from higher rates for shorter than for longer hauls." (p.503). 
Since the evidence did not permit a minute analysis of the situation with 
respect to each commodity the Commission said: "If specific cases of dis- 
crimination against interior shippers are alleged to result from these 
commodity rates, either because some article receives a rate clearly 
below the necessities of competition, or because the commodity rate is 
applied to an article not actually competitive, the Commission will be at 
liberty within the spirit of this decision to investigate any complaint 
of that nature and make such correcting order as the facts may require." 


(pp. 504-505) . 


So far as class rates'were concerned the Commission found 
that since the terminal rates were unaffected by competition and were 
conceded to represent fair compensation for the service performed, it 
must therefore be unreasonable to maintain the same rates for the much 
shorter distance to Spokane. In other words, the class rates were un- 
reasonable because they were not graded in accordance with distance. The 
Commission held that "the Spokane rate should be approximately eighteen 
percent below the rates now in force at that point." (p. 510). The order 
of the Commission was set aside by a federal court on the grounds that 
much of the order was too vague for enforcement, and that where it was 
not vague, it prescribed rates for the future which the Commission at 
that time had no power to do. Farmers’ Loan & Trust Co. v. Northern 


Pacific Ry. Co., 83 Fed. 249 (1897). 
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Summary. The above cases, decided between 1887 and 1897, 
warrant the following general conclusions; 

1. The long-and-short-haul clause, as enacted in 1887, 
brought about some readjustments in transcontinental rates which elimin- 
ated some instances of higher charges at intermediate points than applied 
for the longer through distances. ' 

2. Notwithstanding these modifications of the transcontin- 
ental rate structure higher rates for shorter than for longer distances 
continued to characterize the rate structure. 

3. The instances in which the Commission considered that 
higher charges at intermediate points were justified were instances in 
which real and controlling competition by water carriers was found to 
exist for the through traffic and not for -the traffic at intermediate pdints. 

4. The instances in which the Cou asion found the rates 
to be in.violation of section 4 were instances in which the water com- 
petition alleged to justify the lower through rates was not considered 


by it to be a controlling force. 


B. The Period from 1897 to 1910 


During this period efforts to bring about the removal of 
seeming long and short haul discrimination in the transcontinental rate 
structure were blocked by the interpretation placed by the courts upon 
| section 4 of the Act to Regulate Commerce. Three important Supreme 
Court decisions relating to this matter were Interstate Commerce 
Commission.v. Alabama Midland Railway Co., 168 U.S. 144 °( 1897) ; 
peepee & Nashville Railroad Co. v. Behlmar, 175 U.S. 648 (1900) ; 

East Tennessee Virginia & Georgia Railway Co. v. Interstate Commerce 
Commission, 181 U.S. 1 (1901). Two points were established by these 
decisions, as follows: (35 competition of whatever type fmodt merely 
competition with carriers not subject to the Act) which existed at the 
through point and not at the intermediate points created such a dissimilarity 
of circumstances and condititns that. the prohibition of higher charges for 


shorter than for longer hauls did not apply; (2) the carriers could in 
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the first instance determine for themselves whether conditions and 
circumstances were dissimilar or not at the through and intermediate 
points, and they need not therefore wait for the Commission to grant 
them relief from the operation of section 4 before charging higher 
rates at intermediate points then applied at through points where they 


believed circumstances and conditions to be dissimilar. 


It was the view of the Interstate Commerce Commission that 
this interpretation of section 4 rendered it a nullity. Cases involving 
long-and-short-haul discrimination in transcontinental rates that came 
before the Commission between 1897 and 1910 were decided in the setting 
created by these court decisions and the interpretation placed upon them 
by the Commission. For statements of the Interstate Commerce Commission 
setting forth its view that section 4 had been rendered a nullity see 
City of Spokane v. Northern Pacific Ry. Co., 21 I.C.C. 400, 409 (1911); 
I.C.C., Annual Report , (1897), p. 42; Administration of the Fourth Section, 


87 I.C.C. 565, 56% (192K). 


During the period under consideration (1897-1910) there 
appears to have been but one case involving transcontinental rates in 
which the Commission found the rates to be in violation of section 4. 
This was in Kindel v. Atchison, Topeka & Santa Fe Ry. Co., Ore. 000 
(1900) and 9 I.C.C. 606 (1903), involving higher rates from the Missouri 
River to Denver than applied from the Missouri River to the Pacific Coast; | 
and higher rates from the Pacific Coast to Denver than applied to the 
Missouri River. The Commission required these rates to be brought into 
conformity with the Long and Short Haul clause except that upon sugar, 
rice, cocoanut oil, hemp, baking powder, blankets, books, boot and shoe 
heels, chocolate and extracts, the rates from the Pacific Coast to Denver 


might exceed the rates to the Missouri River. 


In twa cases involving transcontinental rates the Com- 
mission found that water competition existing at the through points 


prevented a finding of violation of section 4, These cases were Holdskom 
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v. Michigan Central Railway Co., 9 I.C.C. 42 (1901). and City of 
Spokane v. Northern Pacific Ry. Co., 15 I.C.C. 376 (1909). The latter 


of these cases is more fully described in a later paragraph , 


In two cases decided during this period issues under section 
4 were evaded or avoided in one way or another. In Shippers Union of 
Phoenix v. Atchison, Topeka & Santa Fe Ry. Coy (Or ERC .C86250 1(1902)/) the 
Commission left the fourth-section issue for future consideration on a 
broader and more intlusive record since the question raised involved 
the lawfulness of the whole transcontinental rate structure. In Business 
Men's League v. Atchison, Topeka & Santa Fe RY VeCOes Eee xc. VSO" (1902). 
violation of section 4 was alleged but this aspect of the case was not 


litigated in the proceeding. 


Such relief as intermediate points obtained from discrimin- 
ating rates during this period came principally from findings that the 
higher rates at intermediate points were unreasonable per se under section 

i 
l of the Act,. rather than from a finding that the rates were in violation 
of section 4. Two minor cases of this sort were Kindel v. Boston & Albany 
Railroad Co., 11 I.C.C. 495 (1905), and Merchants' Traffic Association 
v. New York, New Haven & Hartford Railroad Co., 13 I.C.C. 22) (1908). 

In the first of these cases, a rate of $2.24 per hundred pounds on cotton 
piece goods from Boston, New York, and other eastern points to Denver was 
found unreasonable to the extent that it exceeded $1.50, the rate from 

the same points to San Puenei see! In the second gacal the Commission re- 


affirmed the finding made in the Kindel case which had not been observed 


by the carriers. 


In addition to these minor cases there were four other cases 
of much greater importance in their effect on the transcontinental rate 
structure which were decided during this period, and in which such relief 

* Section 1 provides that charges shall be "just and 


reasonable", and that all "unjust and unreasonable 
charges are unlawful. 
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as was obtained from high intermediate-point rates was obtained as a 
result of finding the rates unreasonably high under section 1 rather than 
in violation of section 4. Each of these decisions is described briefly 


below. 


City of Spokan v. Northern Pacific Ry. Co., 15 I.C.C. 376 
(1909). In this case higher class rates from St. Paul and Chicago to 
Spokane than to Seattle were found unreasonable, and the Commission re- 
quired that the rates to Spokane be lower than the rates to Seattle. The 
Commission found that the Spokane rates should be about 16-2/3 per cent 
below the rates to Seattle. (p. 421). Commodity rates on 34 commodities 


from St. Paul and Chicago to Spokane were also found unreasonable. 


In a supplemental report, 19 I.C.C, 162 (1910), commodity 
rates on 580 commodities from "eastern defined territory" to Spokane were 
prescribed. In referring to the first decision in the Spokane Case, the 
Commission pointed out, that the class rates prescribed had been put into 
effect. The Commission also said: "While we dealt only with rates to 
Spokane, it was understood that these reductions to that locality would 
of necessity involve ee rasa readjustment of rates to all inter- 
mountain territory from the Canadian line to Mexico." (p. 164). The 
"eastern defined territory", from which rates were involved consisted 
of six sub-territories known as Missouri River territory, Mississippi 
River territory, Chicago territory, Detroit territory, Pittsburg terri- 
tory, and New York territory. Although the relation of the prescribed 
rates to the Pacific Coast terminal rates is not shown in the Commission's 
report it is clear that the Spokane rates were not reduced to the terminal 
rates. The Commission rejected the contention of the complainants that 
no rate should be permitted to Spokane which exceeded the rate at Seattle. 
This position of the Commission was in recognition of the depressed 


character of the terminal rates. 


Commercial Club, Salt Lake City v. Atchison, Topeka & Santa 


Fe Ry. Co., 19 I.C.C, 218 (1910). This case was decided the same day as 
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the supplemental decision in the Spokane case. The Commission prescribed 
lower class rates between Chicago, Mississippi River points, and 
Missouri River points, on the one hand, and Salt Lake City and related 
points. A large number of commodity rates from the same eastern points 
were also prescribed. A few eastbound rates from Utah points were also 


prescribed on lower levels than. those which had been in effect. 


Railroad Commission of Nevada v.« Southern Pacific Co., 19 
I.c.c. 238 (1910). In this case both class and commodity rates from 
eastern defined territory to Reno and other Nevada points were in issue. 
The rates to Reno had previously been the rates to Sacramento, California, 
plus the local rates from Sacramento to Reno. "The time has come, in our 
opinion," said the Commission, "when the carriers west of the Rocky 
Mountains must treat the inter-mountain country upon a different basis 
from that which ae hitherto obtained." (p. 254). Nevada asked that she 
be given rates as low as those given Sacramento. The Commission said: 
"The full extent of this petition can not be granted," (p. 254). It 
did, however, make substantial reductions in the class rates to Nevada, 
and the carriers later established graded class rates conforming to the 
fourth section. 21 1.C.C. 329, 331 (1911). Reasonable class rates 
were prescribed, but the commodity rates were reserved for later treat- 
ment. At that time there were few commodity rates from eaerenn defined 
territory to Nevada points, although there were many hundred commodity 
rates to the Pacific Coast terminals. The Commission believed that a line 
of commodity rates should be established to Nevada points, and. observed 
that the Nevada points should be put on a practical parity with points 
in eastern Washington and eastern Oregon. The Commission was obviously 
referring to the commodity rates prescribed to the latter points in the 


supplemental report in the Spokane case 19 I.C.C. 162. 


Maricopa County Commercial Club v. Santa Fe. Prescott & 


Phoenix Ry. Co., 19 I,C.C. 257 (1910). This was a companion case to 


the Reno or Nevada case. The Commission prescribed reasonable class 
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rates from eastern defined territory to Phoenix, Arizona, but reserved 
commodity rates for future treatment. Again, as in the Reno case, the 
Commission expressed the opinion that the carriers should extend to 

intermediate points, Phoenix and other points in Arizona, a reasonable 
list of commodity rates "in substantial conformity with the rates made 
on the same commodities to other cer eneontatn points on the lines to 


the north.” "(ps 258)% 


Summary. It will be seen from the cases described or re- 
ferred to which occurred in the period fram 1897 to 1910, that, with one 
exception, such reductions in the discrpancies between rates at inter- 
mountain-territory points and those applying on the longer hauls to the 
Pacific Coast came largely as a result of findings that the rates at in- 
termediate points were unreasonable in themselves under section 1 of the 
Act to Regulate Commerce and not as a result of application of the long- 
and-short-haul clause which had become almost entirely ineffective as a 
result of judical interpretation. It will also be observed that dis- 
crimination against inter-mountain territory, although somewhat reduced 


in amount, was not eliminated. 
C. The Period from 1910 to 1918 


By the Mann-Elkins Act of 1910 Congress amended the long- 
and-short-haul clause be striking out the qualifying phrase "under sub- 
stantially similar circumstances and conditions" which, as previously 
shown, made the prohibition of higher charges for shorter than for 
longer hauls inapplicable if competition of any ie applied at the 
through points and not at the intermediate points (pp. 77-78 supra.) 
Under the amended section 4 higher charges for shorter than for longer 
hauls over the same line, in the same direction, the shorter being 
included within the longer distance, were prohibited unless the Com- 
mission in a@ proper proceeding had granted relief from the prohibitions 


of the section. No longer was it possible for the carriers to allege 
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a dissimilarity of conditions and circumstances at the through and inter- 
mediate points such as to make the prohibition. of the section inapplic- 
able. As Commissioner Lane said: "Congress has taken from the law an 
embarrassing modification of the prohibition against the higher charge 
to the intermediate point." 21 I.C.C. 329, 342 (1911). In another place 


Commissioner Lane said: 


" 
e 


- -eCongress intended that the law should say that, 

as a general rule, there should be no lesser charges to the 
more distant point, but it was not willing to say that there 
should not be some exceptions to this rule. The railroads, 
however, were not to make these exceptions, themselves. 

Such exceptions were to be made only upon petition to the 
Commission upon public justification being shown.” (p. 335). 
Commissioner Lane went on to say that "The test which the 

- Commission must now apply to determine whether the carrier may be given 
the advantage of an exception to the general rule of section four is the 


same test that it may apply with respect to any other discrimination or 


inequality." (pw. 333). 


It will be seen from the preceding comments that the 
Commission, after the 1910 amendments to the Act, was in a position to 
take more effective action in eliminating long-and-short-haul discrimin- 
ation from the rate structure. We may now turn to a consideration of 
the application of the revised section 4 to the transcontinental rate 


structure. 


Railroad Commission of Nevada v. Southern Pacific Co. and 
Maricopa County Commercial Club v. Santa Fe. Prescott & Phoenix Ry. Cov, 
au I.C.C. 329 (1911). These were the same preceedings which had resulted 
in the prescription of class rates to stations in Nevada and Arizona in 
1910. (Docket No. 1665 & No. 1796) ‘The original decisions were made 
before section 4+ had been amended, and are discussed in the preceding 
section of this statement. (pp. 79-80 supra.) In the original decisions, 
as was pointed out above, consideration of commodity rates was deferred 
until a later time. The Commission was now, in 1911, ready to dispose 


of the complaints against the commodity rates. 
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The history of competition between railroads and sea routes 
is discussed at some length in the Commission's report, and the Commission 
concludes that "In the light of this history it is not to be gainsaid 
that the transcontinental lines must give consideration to sea 
competition." (p. 352). Competition for traffic at the Atlantic ports 
was recognized as particularly compelling. Such competition extended to 
points inland from the Atlantic seaboard because of the possibility of 
shipping commodities to the Atlantic seaboard for trans-shipment by water 
to the Pacific Coast. The same rates, however, which had been given to 
New York and other Atlantic ports on transcontinental traffic had been 


extended to origins as far west as Denver, Colorado. 


In its decision the Commission recognized that water com- 
petition justified lower rates from Atlantic seaboard cities to the Pacific 
Coast terminals than applied to intermediate points in the so-called inter- 
mountain territory, but that the influence of water competition became 
progressively less important from origins farther west. The Commission 
accordingly established a zoning of eastern origins, permitting greater 
discrimination against inter-mountain territory on traffic originating 
on or near the Atlantic seaboard, but a lesser amount of discrimination 
on traffic originating at points farther west. (1) On traffic originating 
on and west of the Missouri River the rates to intermediate points were 
not to exceed the rates contemporaneously in effect to coast terminals. 

(2) Traffic originating at Chicago and between Chicago and the Missouri 
River might move to intermediate points under commodity rates which were 

7 per cent higher than were applied on traffic from the same origins to 
the Pacific Coast. (3) From points east of Chicago to and including 
Pittsburgh the rates to intermediate points might exceed the rates to the 
Pacific Coast by 15 per cent. (4) From New York and Trunk-Line Territory, 
neces water competition was most compelling, the discrimination against 


intermediate points might be as great as 25 per cent. 


City of Spokane v. Northern Pacific Ry. Co., and Commercial 
Club, Traffic Bureau of Salt Lake City v. Atchison, Topeka & Santa Fe Ry. 
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Co., 23 I1.C.C. 400 (1911). These cases represent a re-examination of 

the earlier decisions in the same cases, decided before the 1910 amendment 
to section 4. Here the Commission adopted the same device that had been 
used in the Nevada and Afizona cases just described, and established a 
zoning of eastern origins. As in the other cases, rates from the Atlantic 
seaboard to such intermediate points as Spokane might not exceed the rates 
to the Pacific Coast by more than 25 per cent. From the area north of 

the Ohio River and west of the Buffalo-Pittsburgh line to Chicago the 
rates to inter-mountain territory might exceed those to the Coast by 15 
per cent. From Chicago and points west thereof in a zone extending from 
Lake Superior south to the Gulf of Mexico the rates to intermediate points 
might not exceed the Coast rates by more than 5 per cent. From points 

in Zone 1, which included St. Paul and Omaha, the rates to intermediate 


points in inter-mountain territory might not exceed the rates to the 


Pacific Coast terminals. 


It will be seen from this group of related cases, decided . 
in 1911, that the Commission was taking active steps to reduce long-and- 
short-haul discrimination on transcontinental rates ne such as could 
be justified by the existence of water competition. Even here, however, 
the Commission was conservative in its revision of the rate structure, 
for it allowed some discrimination against inter-mowmtain territory on 


traffic originating as far west as Chicago. In so doing the Commission 


| 


said; 


"It is fairly established that the influence of water 
competition does not cease at the Pittsburg-Buffalo 

line, but extends westward as to certain particular 
commodities, and doubtless for some distance west of 
Pittsburg the carriers may properly make rates which will 
prevent the movement eastward to the seaboard instead of 
westward over their lines, but we look in vain throughout 
the records of this Commission for 20 years to find any 
but the most fragmentary evidence that sea competition 


extends to Chicago." (p. 355, emphasis ours). 


In authorizing rates from Chicago to intermediate points 


7 per cent higher than to the Pacific Coast, the Commission said: 
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Commodity Rates to Pacific Coast Terminals, 32 I.C.C. 611 
(1915). The decision of the Commission i the preceding cases was ap- 
pealed to the courts. It was not until June 13, 1914, that this liti- 
gation was terminated by a decision of the Supreme Court of the United 
States, upholding the orders of the Commission. Meanwhile the Panama 
Canal had been opened, and now the carriers sought a postponement of 
the Commission's orders requiring a revision of the transcontinental 
rates; particularly with respect to a list of commodities designated as 
Schedule C commodities on which water competition was particularly strong 
and on which the railroads in this case were seeking further fourth- 


section relief. 


The evidence showed that most of the Schedule C commodities 
Grieineted in large volume on the eastern seaboard, and that they were 
particularly susceptible to water competition. The Commission noted 
that since the opening of the Panama Canal the water carriers had 
materially reduced their rates, shortened the time of transit, increased 
their sailings, increased their tonnage capacity and also the tonnage of 
freight actually moved. The Commission pointed out that "we are witnessing 
the beginning of a new era in transportation between the Atlantic and the 
Pacific coasts," (p. 621), and that "To secure any considerable percentage 
of this coast-to-coast traffic rates on many commodities must be 
established by the rail lines materially lower than those now (1915) 
existing." (p. 621). The Commission also permitted the blanketing of 
these rates on traffic originating as far west as the Missouri River. 
On traffic to intermediate points, however, blanketing was not authorized, 
but a system of graded rates was applied, these rates being higher from 
eastern origin groups than upon traffic from interior origins farther 
west. The result of this decision of the Commission was to exempt 
Schedule C commodities from the zoning orders of 1911 and to permit, on 


these commodities, greater departure from section 4 than the 1911 orders 
authorized. 
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After this decision of the Commission three groups of com- 
modities existed on which commodity rates were published from eastern 
origins to the Pacific Coast and to intermediate points, and the extent 
of fourth-section relief granted to permit lower rates to the Pacific 
Coast than to intermediate points, differed on each group. As described 
later by the Commission, Schedule A commodities consisted of commodities 
"which either are not Baapeed to water transportation or which originate 
in territory so far removed from the Atlantic seaboard as to make their 
transportation by water unlikely." 46 I.¢.C. 236, 249. This list in- 
cluded about 100 items, among which were threshing machines, agricultural 
implements, vehicles, many furniture items and fragile articles, wheat 
and flour. On these items rates to the Pacific Coast were not lower than 
to intermediate points. Schedule B commodities included about 350 items 
which were somewhat adapted to water transportation. This list was 
subject to the zoning limitations of 1911, that is, the rates to 
intermediate points might be higher than to the Pacific Coast by 7 per 
cent from points in Zone 2, 15 per cent from points in Zone 3 and 25 per 
cent from points in Zone 4, but from points in Zone 1 strict conformity 
with the long-and-short-haul clause was required. This list included 
certain kinds of agricultural implements, baking powder, bottles, brass 
and bronze goods, certain mixtures of canned goods. carpets and rugs, 
clothing, dried fruits and vegetables and numerous other articles. 
Schedule C commodities, as already indicated, were articles which 
originated in large volume on or near the Atlantic seaboard and were 
particularly adapted to water transportation. The list included about 
90 items, when shipped in carloads, including certain kinds of canned 
goods, many iron articles, nails, bolts, nuts, washers, bar iron, sheet 
iron, structural iron and steel, many paper articles, paints, soap, wire, 
rope, and telephone wire. On these articles a greater amount of 
discrimination against inter-mountain territory was permitted than 


authorized by the zoning orders of 1911. 


In the second supplemental report in this case, 34 LeCuCy 13, 
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the Commission modified the practice of making rates to points in so- 
called "back-haul" territory, a narrow strip of territory from 200 to 
300 miles in width immediately east of the Pacific Coast terminals, 
The rates had commonly been the rates to the Pacific Coast terminals 
plus the local rates back. The Commission required that the rates to 
points in this area should not exceed the rates to the terminals plus 
75 per cent of the local rates from the terminals, and in no case, of 
course, should they exceed the maxima permitted at intermediate points 


in inter-mountain territory. 


Rates on Iron and Steel Articles, 38 I.C.C. 237 (1916). 


In Commodity Rates to Pacific Coast Perminaks ..32 [<0 CegOL bu 19015, 
described above, the Commission had authorized the carriers to establish 
a 55-cent rate on certain iron and steel articles from Chicago to 
Pacific Coast ports without observing the lLong-and-short-haul clause. 
The carriers now sought to apply the 55-cent rate from Pittsburgh and 
Cincinnati and points grouped therewith. The Commission, after studying 
the extent of competition, authorized a 65-cent rate, instead of the 55- 
cent rate, because the intensity of the competition of water lines had 
been lessened by reason of Panama Canal slides, and also by the diversion 
of ships to trans-Atlantic service, and a rise in steamship rates. The 
Commission said: "It seems clear that ordinarily the Commission should 
not, by relief from the fourth-section, authorize the carriers to go any 
further in meeting water competition that is necessary to meet the com- 


petition afforded by water routes." (p. 240). 


This case is important, not because of any important 
revision of transcontinental rates, but because it again demonstrates 
the care with which the Commission examined fourth-section cases, to be 
sure that reduced through rates authorized were no. lower than necessary 


to meet the competition actually encountered. 


Reopening of Fourth Section Applications, 40 I.C.C. 35 (1916). 


Owing to the closing of the Panama Canal for several months in 1915 and 1916. 
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and the diversion of steamships from intercoastal service to foreign 
trade service because of the European war, the inter-mountain territory 
interests petitioned the Interstate Commerce Commission for a reopening 
of the various cases in which fourth-section relief had been granted on 
transcontinental traffic. As a result of this proceeding the Commission 
found that effective water competition between the two coasts had ceased, 
and that there was little likelihood that the situation would change in 
the near future. Since the fourth-section relief granted to the trans- 
continental rail lines on Schedule C commodities in 1915, and later on 
certain iron and steel articles, had been based on the intensification of 
water competition which followed the opening of the Panama Canal, and this 
competition had now ceased to exist, the Commission rescinded its former 
grant of additional fourth-section relief on Schedule C commodities and 
on certain iron and steel articles, and required conformity with the 
zoning limitations established in the 1911 proceedings. Fourth-section 
relief on certain eastbound California products, via rail and water 


through Galveston, was also withdrawn for the same reason. 


The result of this decision, therefore, was (1) to with- 
draw the special relief granted on Schedule C commodities and the iron 
and steel articles mentioned above and to require a return to the more 
limited discrimination against inter-mountain territory permitted by the 
zoning orders of 1911, and (2) to require conformity to the long-and- 
short-haul clause, with certain possible exceptions, on certain east- 


bound products. 


Transcontinental Rates, 46 I1.C.C. 236 (1917). This case 
was a reopening of all fourth-section applications relating to rates on 
commodities from eastern defined territories to Pacific Coast ports and 
intermediate points, and of applications respecting rates on various 
eastbound products from California to Atlantic ports. The Commission 
found that "the present service by water between the two coasts of the 
United States is infrequent, sporadic, and irregular" (p. 343), and that 


there "is no competitive necessity by reason of water service between . 
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the two coasts which warrants the rail carriers in maintaining, under 
present circumstances, lower rates to the Pacific Coast than are normal 
and reasonable or lower than to intermediate points." (p. 243). All 
fourth-section relief was withdrawn. The Commission recognized that 
water competition would undoubtedly become effective again at a later 
date, and that fourth-section relief might again become appropriate. 
Anticipating this situation, the Commission said; 
"We are of the opinion that the best interests of the public 
of the transcontinental carriers, and of these inter- 
mountain cities in particular, will be secured by a policy 
that permits the transcontinental carriers to share with 


the water lines in the traffic to and from the Pacific 
coast ports." 


® 


The Commission cautioned, however, that ay lower rates 
to the ports, when they became necessary, "must not be lower than the 
competition of the boats makes necessary, and must be high enough to 
cover, and that by a safe margin, actual out-of-pocket costs of securing 
and handling the traffic." (p. 268). In view of the fact that effective 
water competition was now absent the Commission required a readjustment 
of rates in conformity with the long-and-short-haul clause. Commissioner 
Harlan dissented on the grounds that the absence of effective water 
competition through the Panama Canal was temporary, and that the 
transcontinental rates should not be disturbed as a result of such a 


temporary condition. 


This case is of interest in three important respects. (1) 
The Commission required, for the first time, that all transcontinental 
rates be brought into conformity with the long-and-short~-haul clause; 
(2) the decision was based on the absence of controlling water competition, 
a situation admitted to be temporary in character; (3) the report indicated 
the belief of the Commission that if and when water competition should 
again become effective, fourth-section relief to enable the railroads 
to lower their rates to and from the Pacific Coast terminals without 
reducing them at intermediate points in inter-mountain territory might 


again be justified. 
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Transcontinental Commodity Rates, 48 I.c.c. 79 (1918.) 


This proceeding involved the lawfulness of the rates filed by trans- 
continental railroads in purported compliance with the orders of the 
Commission in the case just previously described, 46 I.C.C. 236, which 
required that the transcontinental rates be brought into conformity with 
the long-and-short-haul clause. The carriers elected to comply with the 
Commission's order and with section 4 of the Act by raising the terminal 
rates to the level of the highest intermediate-point rates, and in some 
instances to slightly more than the intermediate-point rates. The 
Commission permitted this adjustment, and the rates became effective on 


March’ 15, 1918... 74.1.¢.0;,48. 


Summary. Between 1910 and 1918 transcontinental rates: 
were finally brought into conformity with the long-and-short-haul clause 
as a result of a series of decisions of the Commission under the revised 
and strengthened section 4. Certain facts stand out in the treatment of 


these cases by the Commission. They are as follows: 


(1) The Commission recognized that when water competition 
was active the railroads were justified in charging lower rates between 
the east and the Pacific Coast than were charged at intermediate points 
in inter-mountain territory. 

(2) The Commission inquired at length into the extent and 
potency of actual water competition. 

(3) In the earlier cases in this period the Commission 
found that the discrimination against inter-mountain territory had 
often been greater than could be justified by water competition, and it 
restricted the amount or degree of discrimination in rough conformity 
with the effectiveness of water competition. 

(4) The final elimination of fourth-section departures in 
1918 came as a result of the virtual discontinuance of steamship 


operations through the Panama Canal which accompanied World War I. 
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D. The Period from 1918 to 1932 


This period is charcterized by one attempt to get lower 
rates from the east to points in inter-mountain territory than applied 
to the coast, and several attempts of the railroads to re-introduce 
fourth-section departures into the transcontinental rate structure. 


Each of these cases will be considered in turn. 


Intermediate Rate Association v. Director General, 61 I.C.C. 
226 (1921). In 1918, it will be recalled, transcontinental rates had 
been brought into conformity with the long-and-short=haul clause. At 
that time the class rates from eastern points not only complied with 
the long-and-short-haul clause but were lower to points in inter- 
mountain territory than to the Pacific Coast. In other words, the class 
rates from eastern points were graded according to distance, increasing 
as the distance increased. The first-class rate, for instance, from 
the Atlantic seaboard to Salt Lake City was 425 cents per hundred 
pounds. To Spokane it was 437.5 cents, and to the Pacific Coast 462.5 
cents. Commodity rates on about 49 Schedule A commodities were also 
graded. On most commodities, however, the rates to the intermediate 
points and to Pacific Coast points were the same, and this equality of 
rates had been established for the most part by raising the rates to 


the Coast. 


The Intermediate Rate Association, in the proceeding now 
described, was seeking graded rates on the commodities on which the 
rates were not graded. The Commission refused to require this. It 
pointed out that the Coast rates, although they had been increased in 
order to comply with the long-and-short-haul clause, were held down to 
their existing levels because of the prospective return of water com- 
petition in full force. The situation as it appeared to the Commission 
was that the grading of the rates could not be brought about by 
raising the coast rates without diverting traffic to water lines and 


that the coast rates, being held down by water competition, or in 
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anticipation of it, could not be considered unreasonable for the some- 
what shorter distances to inter-mountain territory. This case is 
important in that the Commission refused to establish a system of 
graded commodity rates, with lower rates to inter-mountain points 


than to the Pacific Coast. 


Transcontinental Cases of 1922, Th 1.C.C. 48 (1922). 
The return of Stee lines to intercoastal service in 1921 led the rail 
carriers to file an application with the Commission for fourth-section 
relief on transcontinental traffic. It will be recalled that the denial 
of fourth-section relief in Transcontinental Rates, 46 I.C.C, 236, in 
1917, was based on the eee uiaree of water transportation via the 
Panama Canal, but that the Commission intimated that if water trans- 
portation should again become a reality, it would be appropriate for 
the railroads to seek fourth-section relief once more. Water trans- 
portation through the Panama Canal had now been restored, and the 
Commission admitted that the competition was keener and the water 


service more efficient than at any time before the war. 


The rail carriers proposed to reduce the rates from 
eastern points to the Pacific Coast without reducing rates at inter- 
mediate points. The railroads did not propose to reduce the rates 
sufficiently to divert much of any traffic originating at the Atlantic 
ports. From interior points, however, they proposed rates to the 
Pacific Coast which would approximate the rail rates from those points 
to Atlantic ports plus the water rates via the Panama Canal. For in- 
stance, the dollar rate proposed on iron and steel was 5 cents more 
than the rail rate of 35 cents from Pittsburgh to Baltimore plus the 
water rate from Baltimore to the Pacific Coast of 60 cents. The 
differential represented the superiority of the rail service. Rates 
so arrived at were to be blanketed at all origins east of the point 
on which the rate was based, and also were to be blanketed westward and 


apply from all origins as far west as the Rocky Mountains. 
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The Transportation Act of 1920 had amended section 4 of 
the Interstate Commerce Act by adding a requirement that the Commision, 
in granting relief from section 4, should "not permit the establishment 
of any charge to or from the more distant point that was not reasonably 
compensatory for the service performed." The Commission in this case 
discussed the amendment of section 4 and formulated a definition of the 
phrase "reasonably compensatory". For a rate to be "reasonably compensatory", 
said the Commission, it "must (1) cover and more than cover the extra or 
additional expenses incurred in handling the traffic to which it applies; 
(2) be no lower than necessary to meet existing competition; (3) not be 
so low as to threaten the extinction of legitimate competition by water 
carriers; and(4) not impose an undue burden on other traffic or jeopardize 
the appropriate return on the value of carrier property generally, as 


contemplated in section 15a of the act." (p. 71).* 


The rates proposed by the carriers in this case satisfied 
all of the foregoing criteria of "reasonably compensatory" except the 
last. The last condition is somewhat vague, but in the case at hand the 
failure of the carriers to satisfy this condition was based on the fact 
that collateral losses of revenue by the carriers would exceed the gains 
from the additional traffic carried. The Commission went to considerable 
length to show that since half the traffic covered by these applications 
was moving by rail at the higher rates, the loss of revenue by carrying 
this traffic at reduced rates would more than offset the gain from ad- 


ditional traffic which might be diverted from the water carriers. 


The decision of the Commission denying fourth-section 
relief was not based entirely on the collateral loss of revenue which the 
railroads would suffer. Other considerations leading to denial of the ap- 


* Section 15a, as enacted in 1920, provided that the Commission, in the 
exercise of its power to prescribe just and reasonable rates should es-~- 
tablish rates that would enable the carriers as a whole, or as a whole 
in rate groups or territories, to earn an aggregate annual net railway 
operating income equal, as nearly as possible, to a fair return on the 
aggregate value of their property. Thus an essential requirement of a 
reasonably compensatory rate is that it will not leave the carrier with 
less net revenue than it would have obtained if competition had not been 
met. The various criteria that have been used by the Commission in determ- 
ing whether rates are reasonably compensatory or not are described more 
fully in Appendix C, schedule 1, of this Submission. 
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plication were the influence of section 500 of the Transportation Act 


of 1920, and section 3 of the Interstate Commerce Act. 


Section 500 of the Transportation Act of 1920 declared it 
to be the policy of Congress "to promote, encourage, and develop water 
transportation, service, and facilities in connection with the commerce 
of the United States, and to foster and preserve in full vigor both rail 
and water transportation." In this connection the Commission said: "It 
clearly would defeat the intent of Congress to foster transportation by 
rail and water in full vigor if the rail carriers were permitted, at 
Brace eal iy little or no profit to themselves, to operate so as to de- 
prive water carriers of traffic which the water carriers would naturally 


handles": Cpe (kL) « 


Section 3 of the Interstate Commerce Act, prohibiting unue 
preference and prejudice, became involved in the case because of the 
particular rate adjustment proposed by the railroads. Several features 
of the proposed rates raised questions under section 3, the most obvious 
of which resulted from the proposed blanketing of the rates, making them 
applicable from interior points beyond the influence of combined rail and 
water rates via the Atlantic ports and the Panama Canal. From Chicago 
to the Pacific Coast, for instance, the rate on iron and steel would be 
the same as from Pittsburgh, whereas rail-water competition via Atlantic 
ports would only dictate a rate approximately as low as the rail rate 
from Chicago to the Atlantic seaboard plus the steamship rate via the 
Panama Canal. In the words of the Commission: "Wholly with the avowed 
purpose of inducing competitive shipments from Chicago or the Missouri 
River to the Pacific, the region west of Pittsburgh is accorded a 


preferential rate structure which is based on 'market competition 


(ps 82): 


Although the Commission denied the principal application in 
this proceeding and required that transcontinental rates be maintained 
in conformity with the long-and-short-haul clause, minor exceptions 


were permitted. 
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The first exception related to rates over the Southern 
Pacific's rail-water "Sunset-Gulf route". The Southern Pacific was grant - 
ed authority to maintain over this lia eastbound rates on asphalt, 
beans, canned goods, dried fruits and rice from California terminals 
to New York City only, while maintaining higher rates to, from, and 
between intermediate points. In making this exception to the general 
denial of fourth-section relief the Comntantan said: "The prejudice 
found by us to exist by reason of the wide blanketing of rates under 
the general westbound application is not here present. The collateral 
loss of rail revenue there involved is here negligible. We find that 
the rates proposed and the resulting charges will be reasonably com- 


pensatory." (p. 89). 


The second exception to the general denial of fourth-section 
relief was on sulphur from Louisiana and Texas mines to California and 
north Pacific Coast terminals. A rate of 55 cents to California 
terminals and 65 cents to North Pacific Coast terminals was authorized 
to meet rail-water rates via the Gulf ports and the Panama Canal while 
higher rates were maintained to intermediate points. The Commission 
found that the proposed rates were reasonably compensatory and that 
collateral loss of revenue from the traffic hitherto moved by rail to 
the Gulf ports, was slight, (pp. 76-79). In-a later case, however, the 

Commission denied an application to reduce the terminal rates by an 
additional 15 cents, holding that the lower rates were not shown to be 
"reasonably compensatory". (Sulphur to California Terminals, 100 I.C.C. 
369 (1925). 


Transcontinental Wool Cases of 1922, 74 I.c.C. 99 (1922). 
On the same day that the Commission denied fourth-section relief on 
transcontinental traffic generally it considered applications of the 
transcontinental railroads to maintain lower rates on wool from the 
Pacific Coast terminals to eastern markets, whiie maintaining higher 
rates from intermediate points in inter-mountain territory. Long-and- 


short-haul departures on wool had been authorized by the Commission in 
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I9L3. 7 in Re Transportation of Wool, Hides, and Pelts. 23 I.C.C. 151; 
nig Wie ie ey oF 185; 25 I.C.C. 675. The rates on wool in grease, in bales, 
were $1.50 from the Pacific Coast to Boston, while from Spokane they 
were $2.00; from Boise, Idaho, $2.25; from Butte, Montana, $2.40, and 
from Salt Lake City $2.36. The carriers now proposed a rate of $1.35 from 
the coast. The water rate, exclusive of incidentals, was 90 cents. The 
Commission pointed out that wool was the only commodity moving in trans- 
continental traffic on which fourth-section relief still existed. The 
Commission said that it was extremely doubtful that there could be much, 
if any, profit over and above out-of-pocket costs in the proposed rates. 
It not only denied the application for additional fourth-section relief, 


but it rescinded the relief granted in 1913. 


Commodity Rates to Pacific Coast Terminals, 107 I C.C. 421 
(1926). Following the decision of the Commission denying fourth-section 
relief in Transcontinental Cases of 1922, (74 I C.c. 48), the rail carriers 
published the proposed reduced rates to the Pacific Coast terminals on many 
articles but, as was necessary because of the denial of fourth-section 
relief, observed them as maxima at intermediate points. On certain 
articles, rates slightly higher than the proposed terminal rates were 
published and also blanketed back to intermediate points. Now, because 
of increased competition through the Panama Canal, the western trans- 
continental railroads were making another application for fourth-section 
relief to enable them to lower their rates to the Pacific Coast terminals 


while maintaining existing rates at intermediate points. 


The application differed from the 1921 application in two 
important respects. In the first place, the commodities on which 
reductions were proposed were not as numerous as in the earlier proceeding. 
in the second place, the territory of origin was confined to points direct- 
ly served by the western railroads. The reductions proposed were from 
Chicago and other mid-western points, and covered products produced in 
the Middle-West which were also produced or manufactured on or near the 


Atlantic seaboard and which moved through the Panama Canal at rates 
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substantially lower than the all-rail rates from Middle-West points. 

On numerous iron and steel articles the rail rates from Group D, includ- 
ing Chicago, to San Francisco were $1.00 per hundred pounds, and the rail 
rates proposed were 80 cents. On paper and various paper articles the 
Chicago-San Francisco rate proposed was $1.00 as compared with the 


existing rate of $1.25. 


The Commission found that the proposed rates would more than 
cover the out-of-pocket costs of transporting the commodities by rail, 
and that with the exception of the rates proposed on ammunition, they 
were not lower than necessary to meet competition. The Commission, 


however, denied relief. 


Refusal of the Commission to grant relief in this case 
seems to have been based on a number of considerations. Among these 
were doubts as to the additional traffic that would be diverted to the 
rail lines by the proposed reductions, particularly in view of the fact 
that the water lines and eastern railroads might make corresponding 
reductions in the rail-water rates from eastern manufacturing points. 
"We should be convinced", said the Commission, "that the adjustment 
proposed will result in the substantial benefits which its propon- 
ents anticipate." (p. 436). The loss of revenues to the eastern rail- 
roads, if the western railroads succeedéd in diverting traffic, was 
noted; and mention was made of the Congressional declaration of policy 
in section 500 of the Transportation Act of 1920, which declares it to 
be the policy of Congress "to promote, encourage, and develop water 
transportation, service, and facilities and to foster and preserve in 
full vigor both rail and water transportation." ‘The Commission also 
suggested, as in Transcontinental Cases of 1922, that the reduction of 
rates from Middle-West points might also create violations of section 


3 of the Act by creating undue preference and prejudice. 


Three commissioners, Esch, Aitchison, and Meyer, dissented 
from the decision, believing that fourth-section relief should have 


been granted. 
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For the purpose of this review of long-and-short-haul dis- 
crimination and transcontinental rates this decision is important for 
two reasons. First, the Commission stood by its earlier decisions and 
refused to permit fourth-section departures from being introduced again 
in the transcontinental rate structure. Second, the denial of fourth- 
section relief in this case was based principally on the failure of 
the railroads to establish all of the points required by the Commission 
in justification of departures from the long-and-~-'short -haul Srey 
This was the last attempt of the transcontinental railroads as a (see 
bp. 92-93 “supta) ) ‘erbup tosobbain fourth-section relieP on a large scale. 

Southern Pacific Transcontinental Cases, 182 I.C,C. 770 
(1932). Although the transcontinental railroads as a whole have not 
sought general fourth-section relief on transcontinental traffic since 
the 1926 decision, the Southern Pacific Railway, in the case now to be 
described, made an attempt to obtain fourth-section relief in order to 
regain traffic for its rail-water, Sunset-Gulf route. It will be re= 
called that in Transcontinental Cases of 1922, 74 I.C.C. 48 (1922), 
(See pp. 91-96 supra.) the Commission, although generally denying the 
transcontinental railroads fourth-section relief, did permit the Southern 
Pacific to maintain lower rates eastbound on asphalt, beans, canned 
goods, dried fruits, and rice over the Sunset-Gulf route from California 
terminals to New York City than were maintained at intermediate points. 
These rates apparently failed to attract any appreciable amount of 
traffic. The Southern Pacific therefore sought additional fourth~section 
relief in order to make substantially lower rates to and from the Pacific 
Coast terminals on a large number of commodities. Reductions were 
proposed on 820 westbound items, and on 200 eastbound items. The west- 
bound rate on canned goods via the Sunset-Gulf route was proposed to be 
reduced from 106 cents to 57.5 cents per hundred pounds. In general the 
rates proposed were slightly less than 10 per cent above the cost of 


shipping by water through the Panama Canal. 


The Commission, with one commissioner dissenting, denied 


fourth-section relief. Relief was denied largely on the grounds that 
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the reduced through rates proposed would be less than reasonably com- 

pensatory. The Commission noted that the proposed rate on canned goods 
from New York to California terminals was only 57.5 cents for a haul of 
2,000 miles by rail and 2,100 miles by water, and that this was a half 
cent lower than the Commission had prescribed as reasonable for a haul 


of 460 miles between points in Southwestern territory. 


Summary. The period from 1918 to 1932 was characterized by 
a number of developments; 

(1) The railroads were unsuccessful in several attempts to 
restore long-and-short-haul departures in the transcontinental rate 
structure. 

(2) An effort on the part of inter-mountain territory to 
obtain lower commodity rates from the east than applied from the same 
origins to the Pacific Coast ports was unsuccessful. 

(3) the refusal of the Commission to grant fourth-section 
relief to the transcontinental rail carriers as mentioned in paragraph 
(1) above, was influenced by the following considerations; 

a. failure of the carriers in some instances to 
prove that the reduced through rates would be 
reasonably compensatory for the service per- 
formed; 

b. failure of the carriers to demonstrate in some 
instances that they would gain additional 
revenues by the reductions; 

c. the fact that the rate structure proposed in 
some of the cases would possibly create vio- 
lations of section 3 of the Act which pro- 
hibits undue preference and prejudice; 

dad. the influence of section 500 of the Transpor- 
tation Act of 1920 which declares it to be the 
policy of Congress to preserve both rail and 


water transportation "in full vigor". 
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(4) There were a few minor exceptions to the general 
denial of fourth-section relief. These were as follows: sulphur 
from Louisiana and Texas mines to California and North Pacific 
terminals; asphalt, beans, canned goods, dried fruits, and rice when 
moving eastbound from California terminals to New York City only, and 
only over the rail-water route of the Southern Pacific known as the 


Sunset-Gulf route. 
E. The Period from 1932 to Date 


The attempt of the transcontinental railroads to obtain 
fourth-section relief in 1926 on a large number of commodities moving 
between eastern points and the Pacific Coast, and the later attempt 
of the Southern Pacific to obtain fourth-section relief for its Sunset- 
Gulf route, were the last attempts to reintroduce fourth-section depar- 
tures in the transcontinental rate structure on a large scale. The way 
is open however, for the railroads to seek fourth-section relief again 
at any time that they so desire and feel that they can make the required 
showing before the Commission that is necessary. Since 1932 there have 
been a few fourth-section applications involving transcontinental rates, 
but each has involved but a single commodity or closely related 
commodities. In one of these cases fourth-section relief was denied; in 


the others it was granted. Each of these cases will be briefly described. 


Sugar Cases of 1933, 195 I.C.C. 127 (1933), and related cases. 
Sugar Cases of 1933 was a comprehensive revision of rates on sugar from 
practically all refining points to points in Central Territory. It 
included a fourth-section application by transcontinental lines to re- 
duce rates on sugar from San Francisco Bay points to Chicago, Milwaukee, 
and St. Louis and related points without reducing rates to intermediate 
points. This fourth-section application had been previously denied in 
Transcontinental Eastbound Sugar, 186 I.C.C, 523 (1932), on the grounds 
that the proposed rate of 62 cents was less than reasonably compensatory. 


On re argument in Sugar Cases of 1933, however, relief was granted to 
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permit the establishment of a 65-cent rate. Three commissioners dis- 
sented. The reduced rates proposed were to meet a water rate of about 
56 cents from San Francisco Bay points to Chicago by the Panama Canal, 
Hudson River, New York State Barge Canal, and the Great Lakes to Chicago, 
and a rate of about 67.5 cents to St. Louis via the Panama Canal and the 
Mississippi River. The Commission was convinced of the compensatory 
character of the 65-cent rate, and of the need of the carriers for such 
relief to attract sugar from the water routes. Later, in Sugar from 
California to Chicago, 211 I.C.C. 239 (1935), additional relief was 
granted because the 65-cent rate did not result in increasing the 
traffic carried by the railroads. The Commission authorized a 60-cent 
rate, minimum 80,000 pounds, and a 65-cent rate, minimum 60,000 pounds, 
to Chicago. In this case, the Commission adopted the device of "flex- 
ible relief”, that is, it provided that if the all-water rates were 
reduced an equal reduction could be made in the rail rates, subject to 
the condition that in no case should the rail rate be reduced below 50 
cents in connection with the 80 ,000-pouna minimum and 55 cents in con- 
nection with the 60,000-pound minimum. Three commissioners dissented. 
Subsequent changes have occurred in these rates, and they were recently 
before the Commission again in Sugar to Illinois Territory and Cincinnati, 


Ohio, and fourth-section relief was again granted. 270 1.C.C. 699 (1948). 


Transcontinental Westbound Automobile Rates, 209 I.C.C. 549 
(1935). This was an unsuccessful attempt to obtain fourth-section relief 
on automobiles from Detroit and other eastern producing points to 
California ports. Because of an increasing movement of new automobiles 
by rail to eastern ports and thence by water to the Pacific Coast, the 
railroads requested fourth-section relief to reduce through rates. The 
existing all-rail rate from Detroit to California ports was $4.65 per 
hundred pounds. From Detroit to California ports the rate via rail and 
water through Baltimore was $3.52. The railroads proposed to reduce the 
rate of $4.65 to $3.82 - thirty cents above the rate via the Panama 


Canal. 
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The Commission denied the application with one commissioner 
dissenting. The Commission did not specifically find that the proposed 
rates were less than reasonably compensatory, although the statement of 
the Commission that "Many of the proposed routes are circuitous, and 
even a moderate reduction of the present rates on traffic over those 
routes would not be reasonably compensatory" (p. 559) clearly signifies 
that the proposed rates were less than reasonably compensatory over 
most of the routes proposed. The principal reason for denying the 
application, however, was the failure of the railroads to show that 
they would gain by the proposed reductions. "Where, as here", the 
Commission said, "the attempted justification is founded upon a result, 
supposed to follow such action, the definite burden is upon them to 
show that the contemplated action is reasonably calculated to bring 


about the intended result, and will not fall short thereof." (p. 559). 
The Commission went on to say: 


"Applicants are before us seeking permission to depart 
from the long-and-short-haul provision, and attempt to 
justify our sanction of such departures on the ground that 
it will enable them to increase their inadequate revenues. 
They are proposing rate reductions upon important traffic 
to certain points. It is not sufficient for them to show 
the probability of regaining some of the traffic on the 
commodity between such points which now is lost to the 
water-competitive route, or that they will retain some 
traffic which might be lost were the rates not reduced. 
More traffic does not necessarily mean more net revenues, 
for the rate will be reduced. On them is the positive 
burden of showing that their action in reducing the rates 
is at least likley to produce more net revenues than would 
be earned under the present rates, upon the amount of 
traffic which can be expected in the future if the present 
basis of rates is maintained. They have no right to expect 
relief from the provisions of section 4 merely to taketraffic 
away from the water lines, if the result will be no net 
gain to the railroads, but loss certainly to the water 
lines, and in all probability to both." (pp. 559-560). 


Soya Bean Meal to Pacific Coast Ports, 225 I.C.C. 51 (1937). 
In this case the railroads proposed a rate of 57.5 cents per hundred 
pounds on soya-bean meal, minimum 80,000 pounds, from Illinois and 
other mid-western producing areas to Pacific Coast ports without 


observing the long-and-short-haul clause. The reduced rate was 


designed to enable the railroads to meet rates via the Panama Canal, 
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and also to meet market competition arising from the importation of soya- 


bean cake and meal from the Orient. 


The Commission granted fourth-section relief, but required 
a 60-cent rate instead of the 57.5-cent rate, and restricted the ap- 
plication to reasonably direct rail routes. There was no question con- 
cerning the compensatory character of the reduced rate but the 57.5-cent 
rate proposed was somewhat lower than necessary to meet water competition, 
hence the 60-cent rate was substituted. There was apparently no question 
raised with respect to the benefits that would accrue to the railroads 


from the reduced through rates. 


In a supplemental report, 231 1.C.C. 411 (1939). additional 
relief was granted to permit the reduced rates, which had now become 63 
cents, from the same origin groups to certain additional Pacific Coast 


ports. 


Canned Pineapples to Chicago & Milwaukee, 2Ebn dere.) 557 
(1939). This case represents another, and so far as we know, the 
last of the exceptions to the fact that transcontinental rates conform 
to the long-and-short-haul clause. Relief was requested by rail 
carriers to maintain a 7O-cent import rate on canned pineapples and 
pineapple juice from Pacific Coast ports to Chicago and Milwaukee, 
instead of the existing rates of 80 cents, minimum 60,000 pounds, and 
97 cents, minimum 40,000 pounds, while maintaining the latter rates 
to intermediate destinations in Western Territory. The reduced rate 
was to meet transportation costs from the Hawaiian Islands to North 
Atlantic ports, thence by charter or other contract service by way of 
the Hudson River, the Erie Canal, and the Great Lakes to Chicago. Total 
shipping costs via this ocean-canal-lake route to Chicago were from 
96.25 to 98.25 cents per hundred pounds, depending on the method of de- 
livery at destination. The minimum cost of shipping from the Hawaiian 
Islands through San Francisco to Chicago was 110.45 cents. Under the 
proposed 70-cent rate the water-rail transportation costs through San 


Francisco would be reduced to 100.45 cents per hundred pounds. Fourth- 
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section relief, with some restrictions, was granted. The proposed rates 


were found reasonably compensatory. 


Summary. The fourth-section LP PE transcontinental 
rates which have been decided ines 1932 have each involved a specific 
commodity or closely related commodities. In one case fourth-section 
relief was denied on autos; in three cases limited relief was granted on 


sugar, soya-bean meal, and canned pineapple, 


In the case in which the Commission denied relief the denial 
was based in part on the doubtful compensatory character of the proposed 
through rates, and in part on the failure of the railroads to show that 
they would be likely to gain additional net revenues from the proposed 


reduction in the through rate. 


In the cases in which fourth-section Peviee ode granted the 
Commission was satisfied of the compensatory character of the proposed 
rates, and also that the railroads could reasonably be expected to gain 
from the proposed reductions which were designed to meet effective water 


competition, or market competition. 


F. General Summary 


The history of the transformation of the transcontinental 
rate structure from one. which was characterized by higher rates on a 
‘' vast scale to and from inter-mountain territory than applied to and 
from the Pacific Coast to one ee Meattacd to the long-and-short- 
haul clause of the Interstate Commerce Act, with only a few minor 
exceptions authorized by the Commission, has been related in the preceding 
pages. This summary may to advantage be divided into two parts; first, 
a summary of the facts with respect to the modification of the rate 
structure; and second, a summary of the policies observed by the 


Interstate Commerce Commission in dealing with these cases. 


So far as the facts about the modification of the rate 


structure are concerned, the previous discussion may be summarized 
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as follows: 

(1) Some modification of the transcontinental rate structure 
in the direction of eliminating or modifying some instances of discrimina- 
tion against inter-mountain territory took place in the period between 
1887 and 1897 as a result of Commission decisions and of efforts of the 
railroads to comply with the Act to Regulate Commerce. 

(2) In the period from 1897 to 1910 judical interpretation 
had rendered the long-and-short-haul clause largely ineffective, and 
such modification of the transcontinental rate structure in the direction 
of reducing discrimination against intermediate points came, for the most 
part, as a result of findings of the Commission that rates at intermediate 
points were unreasonably per se under section 1 of the Act, rather than 
that they violated section 4. | 

(3) Between 1910 and 1918 transcontinental rates were finally 
brought into conformity with the requirements of the long-and-short-haul 
clause as a result of a series of decisions of the Commission under section 
4 as revived and strengthened by Congress in 1910. 

(4) Between 1918 and 1932 several attempts of the trans- 
continental railroads to restore long-and-short-haul departures on a 
comprehensive scale in the transcontinental rate structure were unsuccessful. 
A few minor departures from the prohibitions of the long-and-short-haul 
clause, however, where authorized by the Commission, 

(5) Since 1932 there have been no attempts by the rail- 
roads to obtain fourth-section relief on a large scale on transcontinental 
traffic. There have been a few instances in which the railroads have 
applied for fourth-section relief on a single commodity or group of closely 
related commodities moving as transcontinental traffic. In three of these 
instances limited relief was granted; in one, relief was denied. 

(6) The transcontinental rate structure today is in general 
conformity with the provisions of section 4 which prohibit higher charges 
for shorter than for longer hauls over the same line, and in the same 
direction, the shorter being included within the longer distance. The 


few exceptions authorized by the Commission are as noted in earlier pages. 
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(7) The way remains open for the railroads to obtain fourth- 
section relief on transcontinental traffic at any time that they believe 
that it is in their interest to do so, provided adequate justification of 
their proposals can be shown. 

We may now turn to a summary of the principles observed by the 
Commission in fourth-section cases. Attention has been directed to these 
principles in the discussion of the transcontinental fourth-section cases 
which have been reviewed in the earlier part of this statement. These 
principles, it should be pointed out, are no different than the principles 
observed by the Commission in other fourth-section cases. It is true that 
certain issues have arisen in some of the transcontinental fourth-section 
cases that do not arise in most fourth-section cases, but it cannot be 
said that the Commission has adopted any different principles or policies 
in transcontinental cases than in other fourth-section cases. These 
principles may be summarized as follows: In order to obtain relief from 
the prohibitions of section 4 to charge a higher rate for a shorter than 
for a longer haul over the same line, in the same direction, the shorter 
being included in the longer distance, a carrier must show: 

(1) That the reduced through rate is less than normal over 
its line or route and is compelled by conditions beyond its control, 
normally by competition of some sort; 

(2) That the reduced rate overs and more than covers the 
extra or additional expense incurred in handling the traffic to which it 
applies; 

(3) That the reduced through rate is no lower than necessary 
to meet the competition encountered and is not so low as to threaten the 
extinction of legitimate competition; 

(4) That the competition alleged to justify the reduced 
through rate is actual and not merely potential; 

(5) That there is reasonable prospect that the carrier will 
gain by the reduced rates, i.e. that additional revenues derived from 
the added traffic will not be offset by collateral losses of revenue; and 


(6) That the rates at intermediate points are reasonable in 
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themselves under section 1 of the Act. 


Although the application of these principles to a particular 
state of facts is not always free from difficulty, it is clear that 
they are designed to prevent departures from the long-and-short-haul 
clause that are not justified, but at the same time to permit relief 


from the prohibitions of the section when such relief is justified. 


G. The Present Status of the Transcontinental Rate Adjustment 


As previously noted, the rail carriers may at any time apply 
for fourth-section relief on transcontinental traffic. If they should do 
so it is safe to predict that the Interstate Commerce Commission will 
decide the case in conformity with the general principles outlined above 
which have been evolved over a period of years in deciding thousands of 


applications under the fourth section. 


Certain developments which have occurred during and after 
World War II have a bearing on possible adjustments of transcontinental 
rail rates in the future. In 1946 the Commission instituted an investi- 
gation of transcontinental rail rates and of intercoastal steamship rates. 
Dockets 29663 and.29664. These investigations were undertaken as a result 
of a petition filed by the United States Maritime Commission and the War 
Shipping Administration which alleged that successful and profitable 
operation of domestic shipping services was not possible unless increases 
were made in competitive rail rates. The difficulty of the intercoastal 
carriers seems to be that increases in operating costs make it impossible 
for them to operate profitably without increases in rates. Water rates 
cannot be increased however, if rail rates which were established to 
meet water competition when steamship costs and rates were much lower, 
are to remain at their old levels. Although this proceeding is still 
on the Commission's docket, the Commission permitted the rail carriers 
in 1947 to increase the transcontinental rates which were in effect on 


June 30, 1946, by 25 per cent, instead of by the 20 per cent which had 
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1i821 
been authorized as a general rate increase in Ex Parte 162 266, I.C.C. 
567. See Transcontinental Rail Rates, 268 I.C.C. 567 (1947). In 80 
doing the Commission commented on the very great increases in operating 
costs that the steamship lines had incurred. The Commission then said; 
"For this reason it appears that competition from the intercoastal ships 
will probably have much less effect on transcontinental rail rates than 
it has in the past." (pp. 572-573). The difficulties of the water 
carriers were also pointed out by the Commission in its Annual Report for 
1948. The Commission said; "In the coastwise and intercoastal trades, 
the steamship companies which took over the operations discontinued by 
the Maritime Commission on July l, 1947, made little progress toward the 
revival of their prewar operations." (p. 47). The Commission pointed 
out that intercoastal services had been curtailed, and that one of the 
intercoastal common carriers had suspended its services in that trade. 
(p. 47). It noted that approximately 60 vessels were now being operated 
on round voyages in common-carrier intercoastal service, which was about 
one-third the number in such service before the war, (oe 4B) Ja 
another place in its report, the Commission, after pointing out the 
problems facing the water carriers, said: "Changed conditions make it 
necessary to add, in frankness, that in some respects the prewar pattern 
of operations may be beyond restoration." (p. 6) In discussing the 
relation between rail and water rates the Commission said; 

"Water ean eoonention has always had some influence on 
rail rate structures. In recent decades, its lower costs 
have forced many downward adjustments of rail rates, 
particularly in transcontinental and certain coastwise _ 
rates........-Recent large increases jn water-carrier costs, 
coupled with the difficulties experienced by some branches 
of the industry in restoring services interrupted by the 
war, have caused reversal of the competitive position of 
water and rail carriers.” 

The Commission then went on to point out that water carriers 
claimed that many rail rates, even as recently increased, were depressed, 
and that the water carriers could not compete with the railroads on a 


profitable basis unless the water lines are permitted to make considerable 


increases in their rates, but that they cannot do so and obtain or retain 
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traffic "unless there be a widening, or at least no lessening of the 
differentials between rail and water rates on the commodities which 
afford the principal and most attractive tonnage for the water lines." 
(pi 52). This is one of the issues in Dockets 29663 and 29664. What 
the outcome of these proceedings will be, the future will determine. 
It seems clear however, that intercoastal steamship competition is a 
much less potent influence in compelling low transcontinental rail 
rates than it was. for many years prior to World War II. This condition 
of affairs may not continue forever but under the present law the rail 
carriers are in a position to seek fourth~-section relief on trans- 
continental traffic if water competition should again become 


- sufficiently strong. 
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Part IV CONCLUSIONS AND RECOMMENDATIONS. 


Parts I and II of this Brief have outlined the history of long-and- 
short-haul discrimination in Canada. An examination and analysis has 
been made of the relevant sections of the Railway Act, the judgements 
of the Board of Transport Commissioners, the attitude of the railroads 
and the effect of long-and-short-haul discrimination upon intermediate 
points. It is our submission that in the matter of long-and-short-haul 
discrimination the practice which has been followed, in dealing with 
this particular type of discrimination is most unsatisfactory. 
Deficiencies in the Railway Act and the lack of concise and logical 
administrative rules established by the regulatory body combine to 


produce this unsatisfactory condition. 


Section 314, subsection 5 of the Railway Act prohibits the practice 
of long-and-short-haul discrimination unless the Board is satisfied that 
it is expedient to allow it. It is our submission that this manner of 
dealing with what is universally recognized as one of the most difficult 
rate regulation problems leaves much to be desired. We believe that the 
statute which charges an administrative body with duties as onerous as 
those of regulating railroad transportation should state the policy of 
the Administration in unmistakably clear language. It is not sufficient 


to leave wide areas of control in the hands of the appointed tribunal. 


In our submission the judgements of the Board of Transport 
Commissioners in the matter of long-and-short=haul discrimination do 
not seem to be consistent. No well-defined policy has been established 
as to when long-and-short-haul discrimination is justifiable and when 
it is not. In addition long-and-short-haul departures are permitted 


without investigation. 


It would appear that the net effect of leaving such an important 
phase of policy in the hands of the tribunal has been to permit dis- 
similar treatment under similar conditions. It would also appear that 


when the tribunal takes a negative attitude in the matter of such policy 
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the effective determination of these matters in fact passes into the . 
hands of the carriers. In our submission none of these things are 


desirable. 


In Part III of the Brief, we detail the administrative and 
statutory history of the long-and-short-haul rule in the United States. 
In that country a solution has been devised which effectively prevents 
long-and-short-haul discrimination where it cannot be clearly justified, 


but which permits it where such justification is definitely established. 


In our submission the manner in which this problem has been solved 
in the United States can be adapted to the needs of the situation in 
Canada. We submit that this Commission should recommend that long-and- 
short-haul discrimination in Canada be prohibited subject to the provision 
that the Board upon formal application of the carrier seeking to practise 
long-and-short-haul discrimination, after hearing may allow such 
discrimination provided that the carrier satisfies the Board that: 

1. There is active and compelling competition at the competitive 
point which is beyond the control of the applicant carrier and such 
competition is absent at the intermediate point. 

2. The rate which is proposed for the competitive point more than 
covers the additional expense incurred by the traffic to which it: 
applies. 

3, The rate to the intermediate point is just and reasonable. 

4, The rate to the competitive point is not lower than necessary 
to meet the competition. | 

5. The carrier can show a reasonable expectation of improved net 


earnings as a result of charging the competitive rate. 
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Reference Notes 


(a) 


—O) 


(c) 


(a} 


(e) 
(f) 


(g) 


(h) 


This is a broad classification covering most sal of paper. 


- Mininun carload weight —- - 40, 000 lbs. 


This is a smaller class - toilet, crepe and similar types of 
paper. 

Minimum carload weight —— 26,000 lbs. 

A fairly broad classification of types of paper but smaller 
than (a). 

Minimum carload weight -- 40,000 lbs. 


Glazed, oiled and waxed wrapping paper only. Not printed. 
Minimum carload weight -- 36,000 lbs. 


Same as above but printed. 


This is a small class covering mainly “left-overs" from other 
classifications. 


Combination of (d) and (i). 
Minimum carload weight -- 36,000 lbs. 


Same as (g) but with minimum carload weight -- 30,000 lbs. 


This and (j) are much the same classification. 
Minimum carload weight --- 30,000 lbs. 


Much the same as (i)- 
Minimum carload weight -- 50,000 lbs. 


This is a small class covering wire gates, staples etc. 
Minimum carload weight -- 30,000 lbs. 


Another group containing wire and wire goods but mainly wire 
rope and cables. 
Minimum carload weight -- 80,000 lbs. 


Same as (1). 
Minimum carload weight -~ 50,000 lbs. 


This is a broad class covering various items of iron and steel. 
Minimum carload weight -- 30,000 lbs. 


Minimum carload weight -- 40,000 lbs. 


Same class as (0). 
Minimum carload weight -- 50,000 lbs. 


Hintmum: cardbad weight —— 40y000 Ibs; 


Same class as (q) 
Minimum carload weight -- 50,000 lbs. 


These three classes contain all self-propelling vehicle parts, 
various parts falling under different rates. Minimum carload 
weight -- 60,000 lbs. 


Springs only. 
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APPENDIX A 


Schedule 2 


WATER-BORNE SHIPMENTS TO EASTERN CANADA FROM THE PORTS OF VANCOUVER 


AND NEW WESTMINSTER 1928 — 1947 


Year Port of Port of New Total 
Vancouver Westminster 

TONS TONS TONS 
key: Deeg ae 47 ,085 24,981 712,066 
1929 ea sc ee ate 585417 13,661 72,078 
NOB pees ss 48,438 21,902 70,340 
LOS Lidia iwiae 31,744 IG dae fe AL. 938 
B98 2 es 6s pace 19,521 14,470 33,992 
MOSS ee ee 3 20,508 8,306 28,814 
TOBA ei ee ae PANS) 95220 32,763 
1935 bee es ees 28542) 7,604 31,029 
TOB Ges es wc L223 6,634 47,857 
TO 87 eae eae 8,870 3,819 12,689 
TOBE eh eae se s 20,723 Ae oIt 25,120 
DOB Be ease 25,604 6,204 31,808 
LOLOe 44 2 88s a 4,687 4,687 
a Re ) AL ap a ae _ “ _ 
LIAZ ESS ek So - - ~ 
LOL3 Ge 64h SSS _ ~ - 
LOLA os ete ~ - 
DOT Dicthicte ki e ~ ~~ ~ 
OZ, Ow tatevesne to : ~ 1,056 1,056 
nh) AY Sa 48 48 


Source: Harbour Commissioners of New Westminster and Vancouver 
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APPENDIX A 


Schedule 3 


WATER-BORNE SHIPMENTS FROM EASTERN CANADA AT THE PORTS OF VANCOUVER 


LIE 2 Ck NA i A a a aE 


AND NEW WESTMINSTER 1928 - 1947 


Year Port of Port of New 

Vancouver Westminster Total 

TONS TONS TONS 

O28 rae sie es 30,545 60 30, 615 
1929. sec eee 534189 671 54,400 
1930-4 uss AP 30,069 3,703 53,772 
LO FL Wish wes 27, 681 673 28, 354 
aes Pee 18,683 | Vases: 19,836 
LOSS oie ws se oe 24,780 2,667 27,447 
DO 3Z cere hese 0% 55484 5 5908 61, 392 
tS barre ee 45,271 5,581 50,852 
OBC. skeore's « 62,009 25932 64,941 
1 5 / Sree 57,015 54305 62,380 
OBE. cle oie e's 50,889 8,510 59 , 399 
Lhe ey Ae vs 225718 2,492 35,210 
1940. cece ve D302) - aye eae, 
LOAL Gis’ she's “YS = = 
LGR w sivle a ces cy git i: SPs a 
a7 5 eee - = zs 
LOLA seccves 1,659 = 1,659 
DOLD is. c's oe sia’ - - = 
LOLG. pe ieis a's - _ - 
LOAT .canccee - - - 
SOURCE: Harbour Commissioners of New Westminster and Vancouver. 
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APPENDIX C 


Schedule 1 


THE DETERMINATION OF REASONABLY COMPENSATORY RATES UNDER SECTION 4 
OF THE INTERSTATE COMMERCE ACT 


An essential condition of obtaining relief from the pro- 
hibitions of the long-and-short-haul clause is a showing by the rail- 
road that the reduced through rates are "reasonably compensatory". This 


requirement is imposed by the statute. 


As pointed out in the main part of this submission (pp. 81) 
the term "reasonably compensatory" was defined by the Interstate Commerce 
Commission in Transcontinental Cases of 1922, 74 1.c.c. 48. The Commis- 
sion said that to be reasonably compensatory a rate "must (1) cover and 
more than cover the extra or additional expenses incurred in handling 
the traffic to which it applies; (2) be no lower than necessary to meet 
existing competition; (3) not be so low as to threaten the extinction of 
legitimate competition by water carriers; and (4) not impose an undue 
burden on other traffic or jeopardize the appropriate return on the value 
of carrier property generally, as contemplated in section 15a of the Act." 
(p. 71.) This definition has been frequently repeated by the Commission 
in subsequent fourth-section cases, and it has been consistently adhered 
to. 

See Fourth Section Order No. 8900, 88 1.C.C. 765 (1924); 
Class & Commodity Rates in the South, 191 I.C.C. 613 (1933); 


Citrus Fruits from Florida to North Atlantic Ports, 211 1.C.C. 
550) 1950)) 


Pig Iron from Martins Ferry, Ohio, to Wilder, Ky., 270 I.C.C. 
763 (1948) . 


A careful study of this definition shows that the term 
"reasonably compensatory" involves two distinct concepts. First, is 
the rate compensatory in the absolute sense? That is, does it leave the 


carrier in a better position than would obtain if it did not charge a low 
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rate? Second, if the rate is compensatory, does it contribute as much to 
the earnings of the carrier as it should, or is it lower than it needs to 


be? 


The first and last of the requirements of a reasonably com- 
pensatory rate relate to the first matter, namely, whether the rate is 
compensatory as a matter of fact. In order to be compensatory the rate 
must "cover and more than cover the extra or additional expenses incurred 
in handling the traffic to which it applies". Such a rate, although 
compensatory when considered by itself, is not compensatory in a broader 
sense if, when put into effect, it fails to increase the net revenue of 
the carrier because the additional revenues derived from the additional 
traffic are offset by reductions in revenue from traffic that would have 
moved at the normal rate anyway. This accounts for the last requirement 
of a reasonably compensatory rate as stated by the Commission, namely, 
that it must not jeopardize the appropriate return on the value of 
carrier property generally, such as might result from collateral losses 


of revenue. 


From an economic standpoint a rate is compensatory if it 
meets the tests described above, but it is not "reasonably compensatory" 
in the eyes of the Commission unless it meets the other two requirements 
specified by the Commission in its definition, namely, that is is "no 
lower than necessary to meet competition", and is not so low "as to 


threaten the extinction of legitimate competition by water carriers." * 


The Commission, when considering whether a rate is reason- 
ably compensatory or not, does not make a distinction between the two 
different matters involved in the term "reasonably compensatory". Rates 


have been found not reasonably compensatory, however, not only when they 


* It will be noted that the third requirement in the Commission's def- 
inition of "reasonably compensatory" is that the rate must not be so 
low:as to threaten the extinction of legitimate competition "by water 
carriers". This may be because water competition was the form of com- 
petition encountered in that case, but the principle, if sound when 
water competition is encountered, is equally sound when competition with 
other modes of transportation is encountered. 
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were not in fact compensatory, but when they were compensatory, although 


lower than they needed to be. 


We may now turn to a consideration of the measures of 
"reasonably compensatory" which are used by the Commission in fourth- 
section cases. Since, as we have seen, there are four elements in the 
Commission's definition of a reasonably compensatory rate, it is neces- 


sary to consider each separately. 


i A reasonably compensatory rate must cover and more than cover the 
extra or additional expenses incurred in handling the traffic to 


which it applies. 


From an economic standpoint this is the basic and most im- 
portant requirement of a ressonably compensatory rate. But it is not 
easy to be sure that a rate conforms to this requirement. Several 
standards have been applied by the Commission in satisfying itself that 
a proposed reduced rate conforms to this test. The most important of 


these are described below. 


Special cost studies. In some fourth-section cases the 
carriers have attempted, by cost studies, to determine the extra or out- 
of-pocket-cost of added traffic. The cases listed below are examples 
of cases in which evidence of this sort was introduced. 

Transcontinental Cases of 1922, 74 1.C.Cc. 48 (1922); 

Crude Oil from Louisiana Points, Th Ese :G4 48 (1922); 

Commodity Rated to Pacific Coast Tees HOTU ToC Ge Fal, (1026) 
Pacific Coast Fourth Section Applications, 165° 1.0.04 373. (1930) 
Export and Import Rates, 169 I.C.C. 13 (1930); | 


Roofing and Building Material to Florida Ports, 204 T.C,C 4/291 (1938); 


Sugar from California to Chicago, OTe CeCe se ike sD ):s 


It should be recognized that cost analyses of this sort can- 
not be precisely accurate. The calculations involve certain assumptions, 
such as the proportion of different classes of expenses that would vary 


with the volume of traffic, and the proportion that would remain unaffected 
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by additional traffic. Such assumptions are difficult to verify. Cal- 
culations of out-of-pocket-costs are also dependent upon assumptions as 
to whether added traffic will require additional train-miles, or whether 
the traffic could be carried on existing trains. At best, calculations 
of added costs of added traffic are but an aid to the carriers and to the 
Commission in exercising their judgment as to how low rates may be pro- 


fitably reduced to meet some competitive situation. 


It should be recognized that cost studies of the sort 
mentioned cannot give an out-of-pocket-cost figure that is good for all 
traffic, and for all times and conditions. Out-of-pocket-cost differs 
on different kinds of traffic; it varies with the length of the haul 
even when reduced to a mileage basis; and it is dependent upon the 


extent to which unused capacity exists in various parts of the railroad 


plant. What constitutes a compensatcry rate on one kind of +raffic under 


one set of conditions is not a compensatory rate on another kind of traffic 


or under another set of conditions. The danger of generalization as to 


what constitutes a compensatory rate is therefore apparent, 


Ton-mile, car-mile and per~car revenues. The difficulty, 
expense and delay involved in elaborate cost studies means that the 
great majority of fourth-section applications must be disposed of with- 
out the aid of such studies. In most fourth-section cases judgment as 
to the compensatory character of the proposed reduced rates is reached 
from a consideration of ton-mile, car-mile, and per-car revenues. 
Statistics of this mature appear to nearly all of the fourth-section 


reports. 


Proposed rates may be found reasonably compensatory simply 
because they yield ton-mile, or car-mile earnirgs which compare favour- 
ably with similar earnings for comparable distances under rates pres- 
cribed or approved by the Commission for other similar commodities. 

See Cement to Miami, Fla., 216 1.C.C. 740 (1936); Blackstrap Molasses 
to Peoria and Pekin, Ill., 223 I.C.C. eel (1937). Rates may also be 


found reasonably compensatory because the ton-mile earnings equal or 


exceed average ton-mile earnings on all traffic. Rice from Memphis, 
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Penn: -209.1 C.C. 632 (1935) 


Rates which yield less than 5 mills per ton-mile are quite 
apt to be considered less than reasonably compensatory. The Commission 
has said that it "quite generally has denied fourth section relief where 
the proposed rates yielded less than 5 mills per ton per mile." Grain 


between River Ports on Illinois Central System, 211 1;C;,C. 379 (1935) 3 


Grain and Grain Products, 197 I.C.C. ¥41 (1933). 


There are many cases, however, where fourth-section relief 
has been granted even though earnings under the reduced through rates 
would yield less than 5 mills per ton-mile. Usually these have been 
instances in which the remedies involved were heavy loading, and 
even at low ton-mile rates yielded satisfactory car-mile earnings. Thus 
in Coal from Kentucky, Tennessee, & Virginia. 211 I.C.C. 639 (1935), 
certain of the reduced through rates yielded 4.65 mills per ton-mile, 
but 23.2 cents per car-mile. In Corn to New Orleans, La., 204 130.0. 
Dot (1934) , the Commission approved a rate which yielded only in mills 
per ton-mile, although it resulted in car-mile earnings of 15.9 cents. 
The following cases are instances in which fourth-section relief was 
grarited when the proposed reduced rates yielded less than 5 mills per 
ton-mile but gave satistactory earnings per car-mile. 

Potash from New Mex co to Pacific Coast, 256 I1.C.C. 11 (1943); 
Dried Beans from the West to the Southwest, 259 I1.C.C. 439 (1945); 


264 1.C.C. 398 ( 


Coal from Southwest.Virginia to Memphis, Tenn. 1946) ; 


Potash from. Cavlebad-&. Loving, Mav Mex. 200.1 C Cay 747(1948) j 


As suggested above, revenues per car-mile as well as 
revenues per ton-mile may be of significance in determining reasonably 
compensatory rates. In numerous cases the Commission has denied fourth- 
section relief where the reduced through rates would yield less than 
10 cents per car-mile. 


Charcoal from Memphis, Tenn. 213 I.C.C. 751 (1936); 
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Binder Twine from New Orleans & Port Chalmette, La., 214 I.C.C 


126 (1936) ; 
Binder Twine from Texas Ports & Lake Charles, La., 214 I.C.¢ 


681 (1936) ; 
Sugar to Illinois Territory % Cincinnati, Ohio; 2/0°R.C sc. 
699 (1948). 


In some instances 12 cents per car-mile has been set as a limit. 


Sirup & Molasses from the South and Southwest, 222 I.C.C. 
W993 


Citrus Fruits from ee to North Atlantic Ports, 222 1.C.C. 
3905193) 

In a great number of cases the Commission has restricted fourth- 
section relief by imposing both a car-mile and a ton-mile revenue 
limitation. In most of such cases relief has been restricted so as 
not to apply where the resulting revenues would be less than 5 mills 
per ton-mile where the minimum carload weight is 40,000 pounds or 
more, or less than 10 cents per car-mile where the minimum carload 
weight was less than 40,000 pounds. For examples of these or closely 
similar restrictions see the following: 


Export & Import Rates to and from Southern Ports, 205 I.C.C 


aE eh TELE naval 


Import Rates from Southern Ports to Minneapolis, Minn., 218 I.C.C 


Ta) 20k. (1936) 5 | 
Exports & Imports Rates from Central Territory, 219 I.C.C. 
Ou (1936) ; 


Export & Import Rates from and to Gulf Ports, 227 I.C.C. 61 (1938); 


Export Rates on Fresh Meats & Eee House Products, 268 I.C.C. 
183 Ges 


In some (eva seule the limitation fixed has been 6 mills per ton-mile 
or 12 cents per car-mile, e.g. Export and Import Rates, L69eT Cuc., 

13 (1930). tt should be observed that the effect of imposing ton-mile 
and car-mile limitations in cases.in which fourth-section relief is 
granted as to deny relief over extremely circuitous routes, since over 
such routes the reduced through rate will often result in ton-mile or 
car-mile earnings below the minimum permitted under the fourth-section 


order. 
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The conclusion to be drawn from the cases cited in the 
immediately ecenine paragraphs is that rates are usually considered 
to be reasonably compensatory if they yiela’5 or more mills per ton-mile, 
or ten or more cents per car-mile. On the other hand, rates which yield 
less than 5 mills per ton-mile or 10 cents per car-mile are likely to be 


considered less than reasonably compensatory. 


Relation between Reduced Rate and Normal or Prescribed 
Rates. In some instances the reasonably compensatory character of the 
through rate is judged by its relation to the normal or prescribed rates 
for the through distance. Thus in Commodity Rates to and from Gulf Ports, 
216 I.c.c. 405 (1936), the Commission said that rates ranging from 35 to 
70 per cent of the prescribed maximum reasonable rates would not be 
reasonably compensatory. In numerous cases the Commission has restricted 
relief to routes over which the proposed reduced rates would not be less 
than 75 per cent of rates prescribed as maximum reasonable Perea or 


approved as not in excess of maximum reasonable rates in other proceedings, 


for the distances over such routes. The following are illustrative cases; 


Rates from, to and between Points in Southern Territory, 191 
T CiGe DOH L933) 


Class & Commodity Rates in the South, 191 I.C.Cc. 613 (1933); 


Iron and Steel Rates, 209 I.C.Cc. 657 (1935); 


Iron & Steel in Central & Trunk Line Territories 209 I.C.C. 

Western Trunk Line Fourth Section Class Rates, 238 I.C.C. 255 (1940); 

Cement from Kansas & Oklahoma to Oklahoma, 248 I.C.C. 773 (1942). 
The effect of rate limitations of this sort, like revenue per ton-mile 
or per car-mile limitations, is to deny relief to excessively circuitous 


routes. 


It should not be inferred that the limitation is always 
75 per cent of the normal or prescribed rate. Other percentages have 


been used, such as 60 per cent or 65 per cent of the normal rate for 


the through distance. See Export and Import Rates, u WSe yank eg ota eel Re ag ae 6 op 


Rates from, to, and between Points in Southern Perri COryj ll yc. 
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507 (1933). In Sugar from California to Chicago, 211 I.C.C. 239 (1935), 
the Commission said: "......we have never laid down a definite percentage 
of a maximum reasonable rate as a test to be applied in all cases for 
determining reasonably compensatory rates for fourth-section purposes, 

nor can a definite rule be evolved from the decided cases." (pp. 252- 
253). The cases in which limitations of this nature have been imposed, 
however, would indicate that through rates less than 60 to 75 per cent of 


normal or prescribed rates for the through distance are likely to be 


considered by the Commission as so low as not to be reasonably compensatory. 


The Circuity Test. The Commission frequently reasons that 
if a rate is reasonable over a direct route it would become less than 
reasonably compensatory over an extremely circuitous route. Thus in 
Memphis-Southwestern Investigation, 77 1.C.C. 473 (1923), the Commission 
said; "It may not necessarily follow that the rates of the short line 
between two points would not be reasonably compensatory if applied via 
a route more than twice as long between the same points. There would, 
however, be a strong presumption that if the rates for the shorter distance 
via the direct line or route are reasonable they would not be reasonably 


‘compensatory for a haul of more than twice that distance..." (p. 526) 


The great majority of cases in which fourth-section relief 
is granted are cases in which circuitous routes seek Eee tee to reduce 
through rates to meet the rates of direct routes without reducing rates 
at intermediate points. In cases of this type the Commission usually 
limits relief to routes that are not excessively circuitous. One object 
of such a restriction is to make sure that relief is not granted to 
routes over which the proposed through rate would be less than reasonably 
compensatory. The restriction is also designed to prevent wasteful 
transportation by discouraging efforts of extremely circuitous routes 
to compete for traffic that can be moved much more economtcally by more 
direct routes. Thus in Cement to New England Territory, 209 I.¢.C.682 (1935), 
the Commission said: "In authorizing relief to circuitous routes, we 


have generally imposed some form of limitation upon the maximum circuity 
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of those routes. The purpose of these limitations is to restrict the 
relief to routes over which the rates will be reasonably compensatory 
for the service performed and the use of which will not result in waste- 
ful transportation." (p. 690) See also Export & Import Rates from and 
to Gulf Ports, 227 1,C.C, 61 (1938); and Coal from Illinois & Related 
Districts to Iowa, 268 1.C.C. 323 (1947), 19 oe the dual purpose of 
eieearty limitations is also asserted. ‘Because of this dual purpose of 
the circuity limitations one cannot conclude that a through rate over a 
route exceeding the circuity limitation is necessarily less than a 
reasonably compensatory rate over that route. It may merely indicate 


that the Commission considers the use of the more circuitous route as 


excessively wasteful. 


The maximum degree of circuity permitted when fourth-section 
relief is granted to circiutous lines varies greatly, and commonly varies 
from 25 to 70 per cent of the distance by the direct route. The wide 
range in the maximum degrees of circuity permitted arises from a policy 
of restricting more severely the permissible circuity when the through 
distance by the direct route is great, and permitting a greater degree 
of circuity when the through ai stance by the direct route is small. As 
an example of one of the more elaborate circuity limitations which 
involves this policy, although typical of many others, the action of the 
Commission in Brick & Clay Products within and to the South, 225 1.C.C. 
489 (1943), may be cited. In this case fourth-section relief was granted 
subject to the following circuity limitation: "The relief granted here- 
in shall not apply to circuitous lines or routes (1) where the distance 
over the short tariff line or route is 150 miles or less and the longer 
line or route is more than 70 per cent circuitous; (2) where the distance 
over the short tariff line or route exceeds 150 miles, but does not 
exceed 1,000 miles, and the longer line or route is more than 50 per cent 
circuitous, except that where the distance over the short tariff line or 
route exceeds 150 miles and the distance over the longer line or route 


does not exceed 255 miles, relief will apply to such longer line or route 
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even though it is more than 50 per cent circuitous; and (3) where the 
distance over the short tariff lines or route exceeds 1,000 miles and 
the distance over the longer line or route is more than 33 ilig fs per cent \ 
circuitous, except where the distance over the short tariff line or route 
exceeds 1,000 miles and the distance over the longer line or route does 
not exceed 1,500 miles, relief will apply to such longer line or route 


even though it is more than 33 1/3 per cent circuitous." (pp. 494-95). 


Circuity limitations are principally of importance in cases 
in which fourth-section relief is sought by circuitous lines to meet the 
rates of direct lines or routes, but they may also be imposed when fourth- 
section relief is granted direct rail routes to meet other types of 
competition, such as competition by water carriers, motor carriers or 
pipe lines, or to meet market competition, in order to prevent excessively 
circuitous routes from participating in the movement of the competitive 
traffic. Circuity limitations, as we have noted, are imposed partly on 
the theory that a rate which is reasonable, or at least compensatory, -. 
for a direct route, will be less than reasonably compensatory for the 


much longer haul over an extremely circuitous route. 


2& 3. To be reasonably compensatory a rate should be no lower than 
necessary to meet existing competition and should not be so low 
as to threaten the extinction of legitimate competition by 


water carriers. 


These are the second and third essentials of a reasonably compensatory 
rate as defined by the Interstate Commerce Commission. Because of their 


close relationship to each other they may be considered together. 


In Soya Bean Meal to Pacific Coast Ports, 225 1.C.C. 51 | 
(1937), the Commission granted fourth-section relief but required that 
the through rate from Illinois points to the Pacific Coast be 60 cents 
instead of 57.5 cents which had been proposed by the carriers. The 


Commission considered that the 57.5-cent rate was lower than necessary to 


meet competition. This case is mentioned in the main body of this 
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statement (pp. 102-103 supra.) Other recent cases in which the Commission 
has followed a similar policy or has denied relief because the proposed 
rates were lower than necessary to meet competition, or threatened the 
extinction of legitimate competition by water carriers, are as follows; 
Confectionery to New Orleans, La., 229 I.C.C. 171 (1938); 
Pulpboard from Southern Ports to Eastern Ports, 238 I.C.C. 67 (1940); 


Zinc Oxide &Lithopone to Memphis, Tenn., 243 1.C.C. 195 (1940); 
Sulphur to Munising, Mich., 245 I.C.C. 171 (1941); 


(Ae I ee (Lee ee ee 


Lumber from North Carolina to New York, 245 1.C.C. 231 (1941); 


Lumber from North Carolina to New York, 245 I.C.C. 231 (1941) 


Mineral Water, Hot Springs to North Atlantic Ports, 245 I.C.Cc. 


535 (1941); 
Pig Iron from Martins Ferry, Ohio, to Wilder, Ky., 270 I.C.C. 
763 (1948). 


h. To be reasonably compensatory a rate must not impose an undue 
burden on other traffic or jeopardize the appropriate return 
on the value of carrier property generally, as contemplated in 


section 15a of the Act: 


This requirement of a reasonably compensatory rate has been 
mentioned as referring principally to the possibility that collateral 
losses of revenue may result from a proposed reduction in a through 
rate. This may happen when a considerable amount of through traffic 
moves under the existing rate. Under such circumstances the gain in 
revenue from additional traffic obtained under the reduced rate may be 
offset by the loss of revenue on traffic that would have moved at the 
higher rate. It may be observed that the requirement that the reduced 
rate should not jeopardize the appropriate return on the value of 
carrier property generally, embraces not only the effects on the 
applicant carrier, but the effect on other carriers that might be 


adversely affected. 


As noted in the main portions of this statement the matter 
of collateral losses of revenue has figured prominently in a number of 


transcontinental fourth-section cases. 
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Transcontinental Cases of 1922, 74 1.C.Cc. 48 (1922 


; iF 


See pp. 80-384 


supra. ; 
Commodity Rates to Pacific Coast Terminals, 107 I.C.C. 421 (1926), 
See pp. -0O supra.; 


Transcontinental Westbound Automobile Rates, 209 I.C.C. 549 (1935). 
See pp. 90-91 supra. 

The Commission's policy of not authorizing fourth-section relief when 
gains in revenue from added traffic Sone likely be offset by collateral 
losses of revenue is consistent with its policy in other cases, not 
involving Section 4, where the Commission has recognized its obligations 
under Section 15a of the Act and refused to permit reductions in rates 
where collateral losses of revenue would more than offset gains in 
revenue from the reduced rates. 


See Trunk-Line and Ex-Lake Iron Ore Rates, 69 £.C.C, 589 (1922); 


and All Freight Between Portland & Seattle, 238 I.C.C. 729 (1940). 
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MR. HU HARRIES - Recalled. 


Examination by Mr. Frawley resumed: 


Q. Mr. Harries, when we adjourned last night, 
you had reached page 8 of your brief, discussing the 
legislation which led up to the present section 314. 
Have you anything more to say on that, or can you now 
proceed to Section"B". 

A. I think we had completed that. 

Q. Section "B", at the top of page 10 commences 
with "Administrative History of the Long and Short Haul 
in Canada". I suppose you mean the history of the juris- 
prudence of the Board of Transport Commissioners in con- 
nection with the long and short haul? 

A. That is what I mean. 

Q. Will you proceed to say what you wish to say 
with respect to Part "B"? 

THE CHAIRMAN: At what page? 

MR. FRAWLEY: Page 10, sir. 

THE WITNESS: I believe that before we adjourned 
last night I had said that taking the cases as a whole, 
dealing with the long and short haul discrimination, 
that it was our opinion that that indicated that the 
Board had had a negative attitude in this matter, and 
I was going on to point to several of the cases, parts 
of which we have quoted, to indicate why we would believe 
that to be the fact. The first case I wish to refer to 
is Regina Board of Trade v. Canadian Pacific Railway. 

MR. FRAWLEY: Q. At what page is that found? 

A. It is noted at page 14, and is 22 C.R.C., 
315. It sets out here that the railway had applied 
the rate from Vancouver to Montreal, which was a com- 


petitive rate as to the maximum to intermediate points. 
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The result of applying that rate of maximum had been, as 
far as Regina was concerned; to give them the Montreal 
rate, so that you really had a blanket extending from 
Regina east to Montreal, in which the rate for moving 
canned goods was the same. 
THE CHAIRMAN: Q. Pardon me. What kind of goods 
did you say? 
A. Canned goods, was,I believe, the commodity. 
There were some increases in the American transcontinental 
rates, and the Canadian rates were increased, and Regina 
oomplained about having those rates increased. The Board 
in its decision made several comments, to which we draw 
avtention. They said first: 
"The rate is on a water~compelled basis, and 
Montreal is the maximum to the intermediate 
point, thus, spreading over the intermediate 
points not affected by water competition, the 
effects of the competitive rate basis." 
They simply meant that Regina had Montreal rates as a 
maximum on this movement from Vancouver to Montreal. 
Then. they £o-0n to poins ous that: 
"The Panama Canal route by keener competition 
reduced the transcontinental rates, and the 
affect of this, although lessened in degree 
as the point effected was situated further 
north, was seen in the rates from North Pacific 
Terminals and Vancouver. " 
They further add: 
"The reductions in transcontinental rates from 
these points were spread back, controlling the 
maximum rates to intermediate points." 
That is what the Board said in connection with this 


procedcure of spreading back the transcontinental rate, 
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which procedure was adopted by the railways. That is the 
general situation. I believe it is fair to say with rates 
which go from West to East, most of those West to East 
rates - transcontinental competitive commodity rates - 
are applied as maxima to the intermediate points. 

MR. FRAWLEY: Q. Let us be clear about that, 
because there is a distinction to be drawn. 

ee Ci 

Qe atce kh VOU Tllustrate that? You say in: most 
cases the West to East rates observe the long and short 
Haul, rule? 

Ue das 

Oc Now by way of illustration...7 

A. Tike a commodity --- I think tea is one such 
commodity, where you have a competitive movement from 
Vancouver to Montreal, there is no competition on the 
movement from V-.ncouver to Regina, but the rate which applies 
to Montreal is spread back, so that it acts as a maximum 
rate which the Regina people will pay. 

COMMISSIONER INNIS: Q. What do you mean by 
"maximum"? 

A. If the competitive rate is $1.00, the rate which 
the people pay at any intermediate point will never exceed 
$1.00, although in the absence of that competitive rate the 
rate which ordinarily moves the traffic may be a standard 
toll, which. may be $1.25 or $1.50. 

THE CHAIRMAN: Q. You say the rate will never 
exceed $1.00 

ie Oy Sa CTE els a 

Q. Then what grievance arises out of that on the 
DarL Of Regina? 

A. Our contention was that they would have no 


grievance under those circumstances. 
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Q. They thought they had one, because they 
brought a case. 

A. Yes sir; they thought they had a grievance, 
because they said in effect, you charge Montreal $1.00 and 
you charge us $1.00, and the difference is significant; we 
Should have a rate of 50¢. That, roughly, was the argument. 

Q. Then while you call it maximum, they were, as 
a matter of fact, being charged the full $1.00? 

A. Yes sir. 

Q. The word "maximum" is a bit confusing. It is not 
as if there were something below that, at which they were 
being charged, but they were being charged the fullest possible 
rete. is: thaG a7 

Dona We Ses 

Q@. You say they have no grievance in connection with 
that? 

A. That would be my opinion. 

Q. Why? 

A. Because they were receiving the benefit of the 
competitive rates at a non-competitive point. 

Q. Competitive water rates? 

Foca guy Chen Gtk. 

Q. They were receiving it in Regina on account of the 
competition that ended in Vancouver, is that what you mean? 

A. On account of the competition between hauling 
goods from Vancouver to Montreal, yes Sir. The reason the 
expression "maximum" applies is because if the rate on that 
particular movement --- the standard rate --- was 75¢ to 
Calgary from Vancouver, and $1.25 to Regina and Sl 0065 
Montreal, the rate would be cut back all along the line until 
such time as the standard rate was brought to $1.00. The 
rate at Calgary for instance, might be the .75¢ rate; Medicine 


Hat might have the 90¢ rate; then when we get to Moose Jaw 
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the race dian eyaa.O8. Regina would be cut back and Moose 
Jaw would be cut back all along the line. 

MR. FRAWLEY: Q. Is it clear why the rate from 
Vancouver :to Montreal is $1.00? 

A. That was because of the competition, either 
carrier competition or water competition. 

THE CHAIRMAN: Q. Otherwise it might go around by 
boat? 

Awe Yes), 

MR. FRAWLEY: 9. And otherwise the ordinary normal 
rate to Montreal might be, as you have given --- 

A i$e OOO $2. 50” 

Q. And having established the rate to Montreal at 
$1.00, because of competition, they then apply that rate to 
Montreal as a maximum to all other intermediate points back 
to the origin? 

A AP LYesL 

THE CHAIRMAN: Q. You say that was all right? 

A. I say that is a very commendable procedure, yes. 

MR. FRAWLEY: Q. Why? 

A. Because it removes any long and short haul dis- 
crimination. In the absence of that $1.00 rate as a maximum 
there would be a long and short haul discrimination at a host 
of points, as we will illustrate when we look at the movement 
from East to West. 

Q. Will you illustrate that now? Suppose we did not 
observe the long and short haul rule; they have made a rate 
ce Nonbreaih of $1.00, and they are not observing the rule, and 
applying that rate to intermediate points. By way of 
illustration ,what might the rate be to Calgary, to Regina? 

A. In the absence of applying that rate as $1.00 as 
a maximum ,you might have a rate to Regina of $1.45, $1.55 at 


Winnipeg, $1.75 at Kenora and $1.00 at Toronto. 
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QO. That ctllustrates itv That isthe point I,wanted 
to make clear. 

A. There is another point --- 

THE CHAIRMAN: Q. I suppose Regina simply looked 
at it this way: here are goods which go to Montreal for 
a $1.00, why should we have to pay $1.00 when they come only 
as far as Regina? Is that right? 

Ane Yess 

Q. That is,they disregarded the competitive condition 
which attached itself to all this? 

A. P¥esisir. 

MR. FRAWLEY: You might say, my lord --- and this 
is something we have to discuSs before we finish this brief.--- 
Regina was not satisfied with only removing the long and short 
haul rule, but she wanted something in the way of rates 
Gfaimed for aVvVepancve. 

THE WITNESS: One other point I want to make is: 
We have been discussing this as simple Vancouver to Montreal 
competition. There is another factor which has an added 
intluence on these West to East transcontinental rates, and 
that is the existence of American competition as at a point 
such as Winnipegsi ndithink: thatris ayhistorical factor, to 
a great extent, but it has an appreciable effect on that 
structure. 

THE CHAIRMAN: This is a case where because from 
Vancouver to es uae a long hévds it. ds quite, all. right 
to charge as much for short hauls to intermediate points? 

MR. FRAWLEY ¢ Its: allawient, but.normore. 

THE CHAIRMAN: Just as much? 

MR. FRAWLEY: Just as much, meaning that the long and 
short haul rule is being complied with. 

THE CHAIRMAN: Being complied with, but only meaning 


that you would not be charged any more than you would 
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charge Pat ee haul, because there is a competitive motive 
for the cheaper long haul rule. 

kk, BRAWLEY: oeerBubyrobbring fitetoka point, cat tthe 
moment Calgary and Edmonton are being charged, say on canned 
goods from Toronto, $2.59, while Vancouver is being charged 
on canned goods from Toronto $1.40. We say that illustrates 
the situation in a nutshell, as it were. 

THE CHAIRMAN: If you had the same rate to 
Edmonton and Calgary as they have to Vancouver, you say that 
would be satisfactory? 

MR. FRAWLEY: Yes, we would say then the long and 
Short haul rule is being violated --- 

THE CHAIRMAN: That is the case when your basic 
condition of mileage is certainly departed from, is it not? 

MR. FRAWLEY: Well, I suppose one could say that, 
yesusir. 

Q Will you continue ,Mr. Harries? 

A. Turning to another case which we have noted here -- 

Q Page? 

A. On page 15. the general freight rates investigation. 
We find there that Alberta was complaining about the fact 
that the transcontinental rate from East to West violated this 
long and short haul rule. 

THE CHAIRMAN: Pardon me. Did you say the Vancouver 
rate from East to West? 

A. Yes sir. Moving the other way now, we say the 
railways did not blanket back the transcontinental rate, or 
apply the transcontinental rate to intermediate points. 

So you had a situation, just as Mr. Frawley has indicated, 
where the rate on canned goods would be $1.00 to Vancouver and 
$2.00 to Calgary; the car: goes right through Calgary on 
its way to Vencouver, and they get half as much when they get 


to Vancouver as when they leave the car at Calgary. 
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Q. You say the rate from Toronto to Vancouver should 
pe-made tie maximum rate for-aly “intermediate points? 

A. Yes sity; in generat. 

Q. Has there been any case before the Board on that 
end of it? 

MR. FRAWLEY: In the general freight rates investigation, 
which the witness is now discussing, the matter was brought up. 

THE CHAIRMAN: Is that in 1925? 

MR FRAWLEY?) PThateils “the L927 *case> Imess5°CeR Ce, 
and there is an extract’ from the judgment of the Chief 
Commissioner at page 15. 

THE WITNESS: There have been other cases later than 
that, some of which are mentioned in our summary. Just before 
we go,on I might point out that we are not asking that 
automatically the transcontinental rate should be applied as 
the maximum; that is, we are taking the more conservative 
view of it.- We are saying that there should be certain things 
which the railways must prove before they are permitted this 
long and short haul violation, and those things which must be 
proved form part "of our recommendation *in this “connection. 

MR. FRAWLEY: ~It might be well to’keep that in‘mind 
as we go through the brief. We are not asking for an automatic 
rate adjustment. We are not saying that the rate today of 
$1.40 to Vancouver on canned goods, should be made to apply to 
Calgary. We want more complete administration; we want 
the railway to obtain approval of the Board first before 
it violates the long and short lwul rule. That is roughly 
what we say. 

THE CHAIRMAN: In that case there should be a hearing? 

MR. FRAWLEY: Not necessarily a public hearing, but 
approval should be first obtained from the Board of Transport 
Commissioners. That is what we have been trying to put in the 


new section which we gave you yesterday. 


THE CHAIRMAN: If approval were obtained, does that 
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mean the matter is final, or might there then be a hearing? 

MR. FRAWLEY: I think, like every other rate, it 
could be reviewed and discussed. I do not want to get to the 
end of the brief at once, but these things might be helpful. 
We Say that at the moment it is a purely negative administrat- 
ion; if the railway wants to violate the long and short haul 
rule, the section now says it may be violated owing to 
competition. If the railway wants te violate the long and 
short haul rule, they then say there is competition. 

Mak. OLNCLATR: It is not quitevlike that. If Mr. 
Frawley is going to give evidence like that in the face of the 
SLOEURS VEL ethinkel esi saoroing ba bile sfar: 

THE CHAIRMAN: Men, MrvcSinelainyiwidl iyoutgive ws 
the evidence? 

MR. FRAWLEY: You are invited. 

MR. SINCLAIR: The statute says competition will 
Justify a departure from the long and short haul rule, but 
that competition has to be there, and the rates set to meet 
that competition will have to be reasonable in the sense that 
they will have to be compensatory or they will not be allowed. 

MR. FRAWLEY: Oh --- 

MR. SINCLAIR: The Board had the right. 

THE CHAIRMAN: If you would not all speak at once, 


gentlemen, it would help. 


(Page 11888 follows) 
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MR. SINCLAIR: Mr. Frawley interprets the 
legislation one way and maybe I interpret it the other 
wey, but I think the legislation is abundantly cleer. 

THE CHAIRMAN: This brings in all competitive 
rates, does it not? That is to say, would it leave any 
competitive rate which the railways could make effective 
without going to the Board? 

MR. FRAWLEY: Yes, because it is a code in 
itself. 

THE CHAIRMAN: We have heard elsewhere that all 
competitive rates had to be first approved by the Board. 
You only make that condition to the transcontinental com- 
petitive rates? 

MR, FRAWLEY: Yes, or our attitude on other com- 
petitive rates was contained in the new section 313A that 
I gave you yesterday. 

Oy gy wren. Me. Hoeri as « 

THE CHAIRMAN: Let us get our bearings. Where 
are we now? 

THE WITNESS: I was discussing the Freight Rates 
Investigation. 

THE CHAIRMAN: And at that time you presented 
certain views? 

Aa res. 

MR. FRAWLEY: Yes, that is what the witness was 
saying when I interrupted. 

THE WITNESS: We are not arguing about these 
cases at all. We are simply using them as an illustration 
to prove this point that we make, that the Board has had 
a negative attitude in this matter, because as I have just 
indicated in the Regina case, the railways applied the 


competitive rate as maxima to the intermediate point. 
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THE CHAIRMAN: In the Regina Case, did not the 
Board uphold the railways! action? 

A. Yes, and then in the General Freight Rates 
Investigation where the matter of transcontinental rates 
from east to west was being investigated, among other things, 
the Board said, as we have listed here in this excerpt from 
the judgment, that it is quite all right if the railways 
do not chose to blanket back the rate to the intermediate 
point, end we make no dissent from that. So, you have one 
situation where the railways have applied the maxima to 
the intermediate point, and you have another situation 
where they do not, and in both cases the Board says, "In 
our opinion, that is acceptable". 

THE CHAIRMAN: You say it should be made com- 
pulsory in both cases? 

THE WITNESS: Yes, we say that the Board should 
have these several things approved before they commit a 
violation of the long and short-haul rule. 

THE CHAIRMAN: So, if a rate is given from 
Toronto to Vancouver, it should automatically become the 
maximum rate to Calgary? 

THE WITNESS: Yes, until the Board - - 

MR. FRAWLEY: And our new Section prescribes 
the rules that the Board must follow in considering that 
application. 

THE WITNESS: There are two other cases that I 
just wish to make a short comment on. The first case is 
found on page 16. It is the Palisade Coal Company et al 
va.. The Cansdian National Railway, (1928). 35 C.R.c.. AT, 
The substance of this particular application was that a 
point Carbon was on a circuitous route to Winnipeg; that 
is on a circuitous C.P.R. route, and the railways had 


extended to Carbon the rate at the competitive point 
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Drumheller, and the Board said in that cases that that 
was quite acceptable for the railways to do that, and the 
point there is that they had given the intermediate point 
on a circuitous route the benefit of the compeitive rate 
which applied as a result of another railway having a 
shorter mileage between these two points. I do not know 
whether I make that clear. 

Maw BRAWLEY: O. (DniSs 1s not.2 transconvinencer 
water-compelled rate situation? 

fe "NO, 2G isa circulty problem, (wien, would 
be permitted by this general example we have on page 3. 

Q. We are not advocating any perticulsar change 
in connection with the long and short-haul rule for cir- 
culty purposes? 

A. No, but the recommendations we are making 
apply in all instences where there is long and short-haul 
discrimination. 

THE CHAIRMAN: You mentioned Drumheller in Alberta, 
end Carbon? 

THE WITNESS: Yes, they are both in Alberta. 

MR PRAWLE. + 9G 126 on! toe Alpertal coal tl elds, 
Do you want to say anything more about the Palisade Case? 

A. Then the result of that case was to extend to 
Phen ere are point on a circuitous route the rate which 
applied from the competitive point, and the Board said, in 
efrect, that that 1s all plgnt., " Then; on page 18 at the 
bottom of the page, and over on page 19, we mentiond 
Central Alberta Dairy Pool Ltd. and Sunny Alberta Creameries 
Bea. Ve CT Pen. ono CNR. 4205) Foce nae. 10: "There we 
find that the Central Alberta Dairy Pool was asking the 
Board to put in the competitive rate as maxima to the 


point 
intermediate/on e circuitous route. The Board said that 
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the circuitous route is privileged to meet the short-line 
mileage without extending the compelled rate to non-competi- 
tive points. You have two situations which we would submit 
are comparable in the Board's view, and in one case, if 

the. Taliways have-doen-it,.thatvuis fine,;.andsinithe other 
case, where they have not done it, they say also that is 
fine, 

That would complete our summary of the sdministra- 
tive history of the long and short-haul rule cases we 
have collected. 

MR. FRAWLEY: Between pages 10 and 20 we think 
are representative cases on this point which the Board 
might want to examine more fully, but Mr. Harries has only. 
mentioned this - 

THE CHATRMAN: When you say the Board, you mean 
us? 

MR. FRAWLEY: Yes, I mean the Commission. Then 
you are passing on to Section C of Part 2 which you call 

"The History of the Canadian Transcontinental Freight Rate 
Structure." 

fueonvOn Page 20? 

On fYess 

A. In Part C we turn our attention to the trans- 
continental freight rate structure. Pricorto this we have 
been discussing long and short-haul discriminetion in 
general, and for the balance of the Brief we really direct 
our attention to the transcontnnental situation. 

Then, dealing first with the class rate structure, 
we find thet prior to the Western Freight Rates judgment 
in 1914 there was a considerable element of long-and-short- 
haul discrimination in the class rate structure. The parti- 


cular method which was used in constructing the Fort William 
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to Vancouver class rates, which we detail on page el, 
had the effect of associating that portion of the trans- 
continental haul with the American rate structure. 

Because the American structure was below the 
Canadian end more especially because the American inter- 
coastal rates were much more competitive than the Canadian, 
this arrangement almost automatically assured long-and- 
short-haul discrimination in Canada, and we note on page 
21 that there was a five cent differential applied to 
Vancouver in addition to the rate from Missouri River points 
to Seattle, and we also note that the Canadian Pacific 
Railway at pege 91 of Part I of their submission indicate 
that this was removed by order of the Board, and I believe 
they said in 1906 - 

THE CHAIRMAN: Do I understand you to say that the 
rest of your Brief is given over to transcontinentel? 

MR. FRAWLEY: To the transcontinental long-and-short- 
haul discrimination rather than leaving the circuitous 
discrimination, because it is the transcontinental dis- 
crimination that affects Alberts particularly almost wholly 
at the moment. That is our complaint. 

THE CHAIRMAN: I just wanted to make sure. 

MR. FRAWLEY: The passage on page 91, I think is 
this, "The Board, in Order dated August llth, 1906" - 

THE CHAIRMAN: Mr. Frawley, are you giving your 
whole time to the discussion of the rate from the east to 
the west? 

MR. FRAWLEY: Well, largely. We will instance 
some rates from the west to the east, but our principle 
complaint is the rates from Groups A and B to Calgary and 
Edmonton versus Groups A and B to the west coast. 


This passage says at page 91 of Part I of the 
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Consdian Pacific Rallway Brier: 
"The Board, in Order dated August llth, 1906, 
ordered elimination of the arbitrary of 5¢over the 
seattle rates on freight traffic which originated in 
Eastern Canada." 
Is that whst you are referring to? 

A.» Yes and’ that Ts in contradistinction to what 
we have said on page 21, where we have said that this 
arrangement continued until September 1, 1914. I have not 
checked what the C.P.R. says, but I am quite prepared to 
belteve’ that we are wrong, and I would like to point out 
that the source of our information was page 117 of Railway 
Freight Rates in Canada by R. A. C. Henry and Associates, 
and there they indicate that this 5 ¢ differential was in 
effectnrrom Aprit@175"°1699,*to September’ 1, 19014; 

Q. The Henry study was a study done for the Rowell- 
Sirois Commission? 

AVACYes; 

Q. "ALU APLehnt, +eoing “on” = 

A. And as we indicate on page 22 of the Brief 
after the Western Rates Case, there was no longer discrimina- 
tion of the long and short-haul type in the class rate struc- 
ture, and Table I on page 22, which is taken directly, or, 
which is an excerpt from a Table which appears in the report 

- On page el -"THis* Table I is si excerpt from’a Table which 

appears in the report of the Western Rates Case. You will 
note the rates in the first line are the rates which were in 
effect prior to September 1, 1914, and there you will note 
thet the rate on a first class commodity was $3.43 to Yale, 
and was $3.00 to Vancouver, which indicates that it costs 
43¢ more to take a shipment from Port Arthur to Yale then it 


costs to take it through Yale and into Vancouver. 


(Page 11896 follows) 
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THE CHAIRMAN: What was that year -- 1914? 

fA. Yes. 

Q. What was the reason given for that preference? 

A. It was the way in which they constructed the 
rates from Fort William and was due to the competition 
from American carriers. 

@. American carriers? 

A. Yes, and there would be some element of water 
competition in it, also, I would suspect. 

Q. Well, there was no Panama Canal competition 
then? 

A. No, but there was a railway which ran across 
the isthmus and they also used to go around the bottom. 
Then, in certain class commodities you have some dis- 
crimination, and even before 1914 there was no long 
ana short haul discrimination below fourth class, as 
we indicate here. After the Western Rates Case 
they readjusted these class rates So that the rate to 
the intermediate point was never greater than the 
rate to the competitive point, so that there was no 
long and short haul discrimination in the class rate 
structure. 

Q. You say "they adjusted the rate". Do you mean 
the Board, or the railway themselves? 

A. The Boad, sir, in the Western Rates Case. 

Q. That was in 1914? 

AS Yegn paar. Then, turning to the commodity 
rate situation, what we have done to indicate the manner 
in which these have been handled, is to apply, commencing 
at page 24, and going through to page 35, graphs of the 
manner in which the class rates and the competitive rates 
have altered from 1918, and I may say, that our research 


indicates that transcontinental competitive commodity 
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rates were of importance before 1918. That is as 
far back as we were able to go on it, and I am quite 
willing to admit we may be completely wrong on it. 

MR. FRAWLEY: You have made it clear that the 
rates which go into Vancouver at less than the rates into 
Calgary are competitive rates, in the main? 

A. Yes, they are the transcontinental competitive 
commodity rates. 

THE CHAIRMAN: They are transcontinental, they 
are competitive, and they are commodity? 

MR. FRAWLEY: That is right, sir, the transcontinental 
competitive,commodity rates. 

A. Figures 1 to 12 then, which appear on pages 
24 to 35 are taken from Appendix ‘, Schedule 1, and that 
is to be found commencing at page 112 and this schedule 
has been revised because we found certain errors in it, 
and what it does is to trace the movements in commodity 
rates on these twelve what we would term representative 
commodities, from 1918 to 1948. 

Q. Now, schedule 1 of Appendix A extends following 
page 111 through to page 119? 

Dye Lees 

Q. It consists of fourteen pages, and it has been 
revised and revised copies have been supplied to the 
Commission? 

jeep aes 

Q. And it should be marked "revised"? 

A. It is marked "Revised". It is marked right 
in the heading, Appendix A, schedule l, revised, pages 
Mero Jo inclusive. 

Q. Could you say that your figures running 


from page 24 to page 35 are figures taken from, or puLlt 
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from the information in Appendix A Schedule 1 Revised? 

A. No, pardon me, the figures are taken from 
the old Schedule 1, not the revised one. Otherwise, we 
did not have time to revise the figures, and all we were 
trying to do was to just indicate the general movements 
and they are accurate enough for that purpose. Do, indlaate 
just what we have done here it may be useful if we con- 
sidered figure 4 on page 27 for a moment. 

Q. Now, figure 4 on page 27 you want to discuss 
in just a little detail with the Commission, I understend? 

Raat Yes) 

Q. To indicate what your point is? 

A. We have detailed the rate in cents per 
hundred pounds on the abscissa and the years on the ordinate. 
Taking first the solid line, and I may say the solid line 
4s the rate which would apply in the absence of special 
competitive or commodity rates, we find that on the first 
day of August 1918 it was at $1.76. 

THE CHAIRMAN: Any particular reason for 
selecting the rate on axes? 

MR. FRAWLEY: No, my friend Mr. Sinclair has 
just "axed" me that. 

MR. COVERT: That is better than butchers’ 
blocks. 

MR. FRAWLEY: I think it is to sort of counter- 
sveil Mr. O'Donnell's butchers’ blocks. We were not 
trying to be sharp or anything of that sort. 

A. No, the solid line which commences at $1.76 
on the first dey of August 1918 moved to $2.04 on August 
15, 1918, and on September 17, 1920 was increased to $2.78. 
That is indicated from the graph. 


THE CHAIRMAN: The topmost extension is $2.78? 
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Ay “Yes sirt Then the competitive rate°moved in 
a somewhst similar fashion until, as you see, in 1933 it 
took a precipitous decline to something below $1.50. Then 
in 1934 it went down again to about $1.25 and it continued 
there until 1939 when it was raised to a dollar and eighty 
some cents, This 18 < general pattern of the others, The 
Spread which there is between the standard rate and the 
competitive rate is indicated in Appendix B, Schedule 2, and 
this has been revised also in line with the revisions of 
Appendix A, Schedule 1. This is on page 138, sir. There we 
have releted the competitive commodity rate with the class 
rate, and we see there that on August 1, 1918, the fifth 
class rate on axes was $1.76. The competitive rate that 
particular day happened to be higher than the class rate. 
Thet was because there was a period of about 15 days there 
in which there wes some difference in minima or they had 
not altered the competitive rate. 

THE CHAIRMAN: Where is the competitive rate 
shown? 

Aa’ Toys they secone’ figures sir, tor the riche 
of the words “axes" sir, “Pifth’ class $1.76. "Next? we 


follow down and the one below that the competitive rate is 


Lee 
Q. That is the competitive rate on axes also? 
re len a 
Q. What rate then would the axes go on? 
A229 The Pifth class rete on’ thus particular 
day. 


Q-- is" that’ a commodity rate Oris. 30 hot? It is 
just an ordinary class rate? 
he 26 18 4 terminal pate. 
Q. Then, how can the ordinary class rate be less than 


the competitive rate? 
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hie O17, .0nere was. this, period, from August lst to 
August 15thyin which, that: situation prevailed. ,There were 
increases going on at that time and I believe the reason was 
that they had not adjusted the relationship between those 
reates,or, where was ardifference.in,minima:or something, 
eltering.i tye i.am nov sure..,That dis. a.very unusuald« situation, 
It would probably be better if we moved to August 15th 
1918, when we get that straightened out. There you find a 
fifth class rate of $2.04 and the competitive rate is 187%. 


Q. 


vu 


Thal iS, carried over? 

A. Yes sir, so that the competitive rate is 91.7% 
of the class rate. Then between September 13th and the 2@th 
you haves, gotyanother difficult period. 

MR. FRAWLEY: Of the same kind? 

A... ¥es,;,the. same problem. 

Q@. Where the competitive rate goes higher than the 
fifth class rate? 

haveYessayinen, moving, tor september: 17th, 9205) we 
find that the competitive rate was 89.9% of the class rate. 
Then, aS you move across through the years you can see the 
changes which took place in the relationship which existed 
between the competitive rate and the rate which, in the 
absence of the competitive rate, would probably move the 
traffic. We get to 1932 and we find that the competitive rate 
is 62% of the class rate,and then in June 1933 the competitive 
rate was 51.7% of the class rate,and that situation continued 
for six years - a little better than six years, until 
December lst 1939, when the competitive rate was then 76.4% 
of the class rate. Then, moving through the increases that 
took place recently and arriving at the latest situation, we 
find that the competitive rate is 86.7% (that is the last 
figure; sir) of the olass rate. 


®;: And that brings it right up to date? 
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THE CHATRMAN: I don't see that figure. 

A. Maybe you have not got the revised one. 

Q. Pardon me, I was looking at the wrong one. 

A.” It was revised Merely tO Dring 1t up to date and 
to show the 86.7%. It is rather interesting to note that 
before the 8% increase was applied the competitive rate was 
93.5% of the class rate today which has dropped in this case 
to 86.7% ,which puts it below what it was on September 15th, 
1948. 

Q. That means that the competitive rate in itself has 
not been completed? 

ree ts 

MR. SINCLATR: And that is one of the competitive 
rates that the railways are studying since that particular 
judgment came down along with all other commodity rates. 
These decisions have to be given some time to operate. The 
traffic office is rather busy these days. 

COMMISSIONER INNIS: How do you explain this fluctuat- 
ion in the early days? 

A. I think it" was due to two, factors sir. First, te 
the active ship competition which came in at that time and 
probably just as important, if not more important, due to the 


market competition which got particularly keen at that point. 


(Page 11906 follows) 
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MR O'DONNELL: Q. There was very strenuous 
water competition, was there not, at that time? 

A. I already said that. 

Q. Vancouver-St.Lawrence, and so on. 

A. I already said that. 

MR FRAWLEY: He has just said that. 

MR O'DONNELL: Well, I may be a little bit 
behind. 

COMMISSIONER INNIS: Q. Yes, but on other 
commodities the same sharp fluctuation is not evident? 

A. Well, I think on any particular commodity it 
would be one or other of those factors. I cannot separate 
them out at all. 

Q. Your preceding one, dry goods, for instance--- 

A. Yes. Well, if you take the worst example that 
we have of a low relationship, it 1s on canned goods, Sie 
which is the tenth commodity down there, and you find 
sens 6 

Q. That is your’ tenth figure, is 10? 

MR PRAWLEY: The third from the bottom, sir, 
still on that same sheet. 

THE WITNESS: On Schedule 2, Appendix B. 

COMMISSIONER INNIS: Q. Well, you have not 
eharted them out in the case of axes? 

A. No. I think I have charted the canned goods out 
here, sir. 

THE CHAIRMAN: Q. You say canned goods is the 
worst example? 

ves: ours 

Q. What about canned goods? 

A. ‘The figure is on page’ 32. 

MR FRAWLEY: It is on page 32. 


THE WITNESS: Number 9; page 32 of the brief, 
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figure 9. That indicates that the percentage relationship 
-~ pardon me; turning to Appendix B of Schedule 2, we find 
that the percentage rate on canned goods in 1932 fell to 
432.4% of the ordinary rate, and--- 

MR FRAWLEY: You see, the schedule, my lord, 
the revised Schedule 2, Appendix B, the long sheet. 

Q. All ricnt)) Myce Hanries. 

A. Then from 1934 to 1941 the competitive commodity 
rate on canned goods was only 37% of the class rate. At 
that time, sir, you had canned goods moving from eastern 
Canada to Vancouver on this tariff at 90 cents, and you 
had them going into Calgary and Edmonton at I believe 
$1.98, so that you were being charged more than twice as 
much to take them to Calgary as it cost to get them to 
Vancouver; and I said, sir, that is on this tariff. There 
is another tariff which applied on canned goods, and we 
find that at one point they were charging a rate of 65 
cents on canned goods. 

THE CHAIRMAN: Q. To where? 

Ano Toe Vancouverssusor thate the 65-cent rate would be 
compared with the $2.42 rate, which would «© make it about 
25%, so the competitive rate was actually about 25% of the 
rate which would apply in the absence of competition. 

Q. And which did apply to inland points? 

A. Mt Sidinet apply to dniand.woints, sir. They 
were paying 65 cents to get the canned goods in Vancouver, 
and we were paying $1.98 to get them in Edmonton. 

MR FRAWLEY: We would like to file that, sir, 
because that is not in--- 

THE CHAIRMAN: Q. What rate were you paying 
in Edmonton to make it $1.98? The full class rate? 

A. Yes, I believe it was a terminal rate out of 
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Q. You did not get the competitive? 

A. No, sir. As a matter of fact, at that time it 
wes cheaper to ship the canned goods out to Vancouver and 
then haul them back into Edmonton. 

Q. That is not the case now, is it? 

AeayASTatmatterror- facet; 1t te e¢sir® 

Q@. It is still the case? 

APONYes, sary 

MR O'DONNELL: Q. They ship them direct now, 
don't they? 

A. No. I was going to bring that up. Today the 
dtuation on canned goods is that you haul them to Van- 
couver for $1.40, the charge to Edmonton is $2.59 direct, 
and you can haul them from Vancouver back to Edmonton at 
a rate of a dollar and -- I forget the rate, 

MR SINCLAIR: Surely the witness is not trying 
to leave the impression -- I know that that is not the 
impression he wishes to leave -- that the goods do move 
to Vancouver and then are Shipped back again, because pagtcd 
railways protect the Vancouver rate plus the back haul to 
the intermediate point, so that the actual goods do not 
move to the terminal point and then mK /k again. 

THE CHAIRMAN: You say this price at Edmonton 
is only if such a thing did happen? 

MR SINCLAIR: I beg your pardon? 

THE CHAIRMAN: I say this price would be pay- 
able, this rate would be applicable to Edmonton, only if 
Such a back haul took place? 

MR SINCLAIR: Yes. 

THE CHAIRMAN: And you say it does not take 
place. 

MR SINCLAIR: It would never be applicable, sir, 
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though the tariff rate to Edmonton would be higher. 

THE CHADRMAN: GHewea. tit there: wereusuch 
back shipments you would reduce the rate to Edmonton; is 
that it -- from Vancouver? 

MAIS ENCIAT Res tho, tear, Sol nubne (foods were 
shipped say from eastern Canada to Edmonton, and on the 
rates the rate from eastern Canada to Vancouver and back 
to Edmonton made lower than the single rate from eastern 
Canada to Edmonton, we would protect the combination Van- 
couver back haul on the Edmonton rate. 

THE CHAIRMAN: What do you mean by protect? 

MR SINCLAIR: We would not charge more than 
the combination of the Vancouver and the back haul. 

COMMISSIONER ANGUS: You mean that your rate 
to Edmonton is only a paper rate if it is greater than 
the rate to Vancouver plus the rate from Vancouver back? 

MR SINCLAIR: Quite so. 

MR O'DONNELL: And the goods go direct to 
Edmonton. 

THE CHAIRMAN: That leaves it this way, then 
-- in Edmonton do you pay the rate from Toronto to Van- 
couver and back to Edmonton? 

MR SINCLAIR: “That Us Cheisrate tryou pay. 

THE CHAIRMAN: That is the rate you pay? 

MR SINCLAIR: Yes; even though the goods do not 
move that way. 

THE CHAIRMAN: Why should you pay? That is the 
point. We are anticipating, probably. 

MR SINCLAIR: The answer is, my lord, that 
makes lower than the rate from eastern Canada to Edmonton. 

THE CHAIRMAN: And you think that is a complete 
answer, do you? 


MR SINCLAIR: I say that is why we do protect it. 
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THE CHAIRMAN: Well, you call 1%t a protection. 

MR FRAWLEY: That is the complete answer, my 
lord; my friend may as well say so. 

MR O'DONNELL: The just and reasonable rate 
as fixed by the Board is the rate to Edmonton. We are not 
comparing like with like at all; we are comparing a trans- 
continental rate with a rate that--- 

MROSINCLAIR: Your, lordship askedume Lt L 
considered that the complete answer. 

THE CHAIRMAN: Unless we argue it now finally 
and for good, we had better wait. It 1s true I asked a 
question. 

MR SINCLAIR: You asked me if that was the 
complete answer. 

THE CHAIRMAN: Yes. 

MR SINCLAIR: I say that there are many 
answers to it, and in due course we will put them on the 
record, 

THE’ CHAIRMAN: “Well, if there are many, we ned 
petter hear them later. 

COMMISSIONER INNIS: Q. Are we to understand 
that these fluctuations which vary greatly between commodity 
and commodity are due to changes in water rates? 

errr rind wo evio lly Clr iecule. vonanewerrtiau, 

sir, because my own opinion after studying it is that they 
are due in some part to changes in water rates, but there 
is a very substantial element of market competition in 
these rates, and that they are due to a number of factors, 
two of the most important of which will be the water rate 
and the market competition. 

. Would the changes in prices have any effect? 


I would be surprised if they did have, sir. 
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| COMMISSIONER ANGUS: Q. Have you any index of 
typical ocean freight rates for this period? 

D. | Nowesire heavewnou.. We nave calculated a 
movement to those ports -- that is the extent of the com- 
petition -- but not the movement in ocean freight rates 
themselves. 

COMMISSIONER INNIS: Q. If the water rates are 
being bombarded by something which causes this violent 
fluctuation and which is carried over immediately into the 
commodity rates, then one is inclined to ask, what is the 
underlying explanation of the violent fluctuation, and if 
that is a result of some technological change or something 
which is beyond the control of the carrier, beyond the 
control of transportation. Does it mean that you will 
cut yourself off from such advantages if you insist that 
they be ironed out? 

AS DT) think if you insisted that, they be ironed out 
you might cut yourself off from some advantages such as 
that, where they are due to what I would call a real 
change in technology, that is, where it just takes less 
work, less input to gét the same output. However, I 
think these are probably less related to that kind of 
thing than stheyare to simply the commercial situation, and 
in the nineteen-thirties, of course, that may or may not 
have been related to technological changes. 

MR O'DONNELL: It occurs to me that some part 
of the explanation might be that the boats from the west 
were bringing lumber and canned salmon and that kind of 
thing, and then were looking for cargoes on the way back 
at ony Orace rey could eu. 

THE WITNESS: ~ That is what the brief says, Mr. 
O'Donnell 


MR O'DONNELL: That may be, but I am just com- 
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menting on the fact. 

‘ MR COVERT: Mr. Chairman, I am wondering if I 
might give this document that they have been talking about 
an exhibit number: 135. 

MR FRAWLEY: Will you describe it? 

MR COVERT: It is "Supplementary Statement, 
rates on canned goods, eastern Canada to Pacific Cogst.” | 

EXHIBIT 135: Supplementary Statement, rates on 
canned goods, eastern Canada to 
Pacific Coast. 

MR FRAWLEY: Q. Can you tell us in a word why 
this statement is produced at this time, and where it is 
to be related to the rest of your brief? 

A. Well, dealing with these twelve commodities, 
we had drawn the rates from the transcontinental competi- 
tive commodity tariff, and in the instance of canned goods 
we found that there was actually a lower rate than was 
published in this particular tariff which we were 
analysing, and for the record we thought that the rates 
which actually moved the traffic should be included, and 
that, sir, is why we have filed this supplementary state- 
ment. 

©. So Exhibit (135 does, show the rates which moved 
the traffic during the time that these rates were in 
effect? 

A. Yes, and is to be related to Appendix A, 
Sahequle sot cour -preer. 

@; “ind, ag the exnibiv itself shows, these rates 
have now been cancelled? 

ho Yee, If you_f0 back—-- 

THE CHAIRMAN: They bring us away pack to 1939. 

MR FRAWLEY: That is right, sir. 

THE CHAIRMAN: What is the use of them today? 


Ts it to show what the situation was then? 
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MR FRAWLEY: To show the dpressed relationship 
Guring phat period, veoy “chat te right, sir. Our orler 
would not really be correct, because we do go into the 
history of it, and "by studvyine what. you mignt call tne 
regular tariris, then we found this special tariff on 
canned goods, and of course we thought we were bound, as 
I think we were, to bring it to the Commission. 

Q. Very well, now, Mr. Harries. 

MR SINCLAIR: But it has no application now. 

MR FRAWLEY: That is perfectly :ciLear. 

THE WITNESS: We were discussing the relation- 
ship between the rates from Toronto to Vancouver and the 
rates from Toronto to Edmonton today in connection with 
scanned COo0ds,, and if 842d, Sir; that you could) snip canned 
goodssfrom Toronto to Vancouver for $1.40, and you would 
pay $1.12 to ship those canned goods from Edmonton--- 

THE CHAIRMAN: Q. I did not get the figures. 

A, I am sorry. $1.40 from Toronto to Vancouver, 
and $1.12 from Vancouver back to Edmonton. 

Pe. Slades 

i Yes 7 eae 

Q. That makes $2.52? 

fh. Yes; and the published rate from Toronto to 
. Edmonton today is $2.59. 

Q. Well, which actually is being paid? How do your 
canned goods get from Toronto to Edmonton? 

‘, The railways, who are in a position to know, 
say that you would pay the $2.52 rate. 

Oy “That: 16, what Mr; Sinttaie just. told us. 

A. Yes. Now, I am not in a position to argue with 
them about it, but I would suggest, sir -- at least, I have 
been told by two shippers of canned goods in Edmonton that 


they--- 
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Q. Shippers of canned goods? 

A. Two receivers of canned goods, wholesale people; 
that they do not automatically get the benefit. 

Q. But suppose they did, suppose you paid on | 
canned goods $2.52 instead of $2.59, would you be satis- 
riled? 

A ren oie 8 2a. 

Qa “esee, 

MR FRAWLEY: Oh, no. 

: THE CHAIRMAN: Well, that is what we want to 
ber told. | After, all, between the other two rates there is 
only 7 cents. What rate do you think ought to apply? 

MR FRAWLEY: All we want, sir, is to have the 
long-and-short-haul rule observed, the new rule that we 
propose. 

THE CHAIRMAN: Well, under the new rule that 
you propose, what would you pay from Toronto to Edmonton? 

MR FRAWLEY: Well, I will speculate with you, 
my lord, and I would say we would pay the port wate; ithe 


rate to Vancouver would be spread back to intermediate 


points. 

THE CHAIRMAN: You would be satisfied to do 
that? 

MR FRAWLEY: Oh, yes, sir; that is our case, 
Sar. 


THE CHAIRMAN: I see, 

MR FRAWLEY: Then you might say to me-- 

THE CHAIRMAN: You do not want any less than 
the rate to Vancouver? 

MR FRAWLEY: As sort of the second step, as 
you suggested, in the case of Regina, the Regina Board of 


Trade. 


THE CHAIRMAN: In this case, then, you would 
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want to pay $1.40. 

MR FRAWLEY: Running it out to the logical 
result, sir, yes; but I wish to make it plain, as I said 
a moment ago, that I am not here asking that this Commis- 
sion say that Edmonton should pay $1.40 instead of $2.59. 
heeay rto this: Commission {my slord jywith respect, fchange 
the rule for us, and we think we will then get the $1.40 
rate. 

THE \CHAERMAN: ‘And (the rule would read as in-=—— 

MR FRAWLEY: Yes, my lord; in other words, 

there should be no automatic violation of the rule, but 
there should only be a violation after a case has been 
made out, as outlined in that section. 

THE CHAIRMAN: That is the new section 314(A), 
a1), Cor ‘Poon jthercthen onez 

MR FRAWLEY: That is right, sir. 

THE CHAIRMAN: The new section 314(A)? 

MR FRAWLEY: Yes. 

THE CHAIRMAN: That would mean a hearing be- 
fore the Board, would it? 

MR FRAWLEY: Not necessarily so. We do not 
necessarily say a hearing. We do say there should be 
approval first by the Board, and we indicate the things 
that the carrier would have to satisfy the Board about 
before it would be allowed to--- 

THE CHAIRMAN: If the Board from now on, this 
section being adopted, in a given case granted the 
carrier what they are asking for -- that is to say, what 
ig pmactbeally rin beffect wtodayi-= would you be satisfied? 

MR FRAWLEY: Yes, my lord, that is exactly so. 
We would be satisfied if we had that kind of law to operate. 

THE CHAIRMAN: If this new section was the 


guidance to the Board, you would accept the result? 
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MRPRAWLEY?, Yespegir ayes ,\cnty alord. 

THE CHATRMAN: S -ALDivignt. 

THE WITNESS: Dealing with this combination, 
sir, from Toronto to Vancouver, I want to be absolutely 
fair in this connection, but I talked this matter over with 
the General Manager of Macdonald Consolidated in Edmonton, 
who are owned by Safeways, as you probably know--- 

THE CHAIRMAN: Q. Are they receivers of canned 
goods? 

A aves), Sie, Lerecn receivers, 

QO. oWwhat docthey say? 

A. He told me that they received canned goods; they 
wuld order a 60,000-pound car of canned goods from Toronto 
to Vancouver. 

Q. From Toronto to Vancouver? A. From Toronto to 
Vancouver, yes. 

Q. I thought you were going to talk about some 
Edmonton transaction? 

A. Well, they have an office on the coast too. They 
would move that 60,000-pound car through Edmonton and out 
to Vancouver, and take out 20,000 pounds of canned goods. 

3. On'the -wayo-back? 

A. No, in Vancouver, sir, and ship the 40,000 pounds 
of canned goods back to Edmonton, and he said that he tried 
to get the railways to let him either take out the 40,000 
pounds in Edmonton to save them hauling it all the way 
back and then to send the 20,000 on, or let him take the 
60,000 out, and they wuld not do it, so he said that he 
has had many cars hauled all the way over the Rocky 
Mountains and back again to Edmonton. Now, as I say, that 
is what he told me, and that is as much as I know apout it. 

MR SINCLAIR: I think we may as well clear 


this up right now. That certainly is likely correct, and 
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that is not what I said, because all that he is doing 
unere ie’ taking’ a car, distributing or selding: part’ of 
the load in Vancouver, and shipping some of the load back 
again. Now, the point that I was making is, a shipment 
that was going from Toronto to Vancouver and the same 
Shipment back again, that is, 70,000 pounds we will say to 
Vancouver and 70,000 pounds back again, that they would not 
have to make that movement to get the rate, “because the 
rate would be the combination of the rate to Vancouver and 
the back haul. That combination would be given on the 
Shipment to Edmonton. There would be no necessity to move 
it to the coast and back again. But if he is going to 
Start monkeying, if the shipper is going to start monkey- 
ing, with the minima on the shipment, I can well see that 
they could come to the situation that the witness suggests. 

THE WITNESS: It is not a matter of monkeying 
with the minimums at all, sir. The minimum that applies on 
a carload to Edmonton is 40,000 pounds; the minimum that 
applies on a carload to Vancouver, as the railways have 
taken a good deal of trouble to point out, is 60,000 pounds. 

MR SINCLAIR: Seventy. 

THE WITNESS: It was sixty at this time, I be- 
eve: 

MR O'DONNELL: Seventy now. 

MR SINCLAIR: Talking about today. 

THE WITNES oe.) Welle seventy; it 18 Stith rorty. 
And that means you can move it at seventy to Vancouver, 
take out nearly half the carload at Vancouver, and you are 
really not paying any freight at all on that, and then 
Shoot the forty back to Edmonton, and get a lower rate than 


you would get if you used the published rate between Toronto 


and Edmonton. 
MR SINCLAIR: Q. On 40,000 pounds? 


THE WITNESS: Yes. 
(Page 11920 follows) 
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THE CHAIRMAN: Well, if that is so, then it presents 
us with a conundrum. 

MR. FRAWLEY: That is the Canadian Freight rate 
structure as far as getting canned goods into Edmonton is 
Goncerned. 

THE WITNESS: I won't be sure of the forty thousand. 

It may be slightly higher - it may be forty-five or Cincy = 
but there is enough difference so you could have an awful 
lot of canned peas out at Vancouver for NOCHING Ou thls 
system. 

MR, FRAWLEY: @Q. Will you go on to what you want 
to Say about the general portion of your Brief? 

A. I think that completes everything we want to 
Sav Onmwroalw Cs Puen ine now to Section D at page 36, and 
here in Section D generally we are dealing with the 
theoretical and practical aspects of competition in the 
matter of transcontinental traffic, and in Sub-section 1 
we describe the competitive aspects of this carriage con- 
nected with American Railway competition, snd in Sub-section 
(a) on page 37, the situation in connection with goods of 
Cenadian origin moving from one point in Canada to another 
point in Canada is detailed. There we come to the conclusion 
that having, for example, sa Shipment of shoes originating 
in Toronto and being sold in Vancouver, that there is no 
American rate competition in connection with that move- 
ment, and that the American railways are parties to the 
transcontinental tariff that is filed in Canada here, They 
can move shipments, but there is no rate competition. The 
reason for that is that you cannot move things out of Canada 
anto the United States and then from the United States into 
Vancouver on local rates in order to defeat the through 


rate thet is published. Theoretically, you might be able 
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to do it if there were no duties by actually consigning 
them to a point in the United States and then reconsigning 
them to Vancouver, but that would be s rather unlikely 
Situation, 

The same problem comes up in connection with a ship- 
ment of goods from a point in Canada to a point in Canada 
not transcontinental, i.e. you are Shipping goods from a 
POlnNe IncOnterio ltosAlbérta. Today,tin spite of ytheseé 
American increases which we have been reminded about, 
we find that by using a combination of local American 
rates, you can actually defeat the through rate from the 
Canadian point to, say, Calgary. 

THE CHAIRMAN: Q. When you say "defeat", you mean 
to get a lower rate? 

A. To get a lower rate, and we have two exemples 
here which indicate the situation today. 

@. On what page? 

Roo Thistitetan exhibiter(Mr: Frawley. 

MR. FRAWLEY: I want to offer an exhibit Showing 
8 statement of what the rates would be on canned goods 
in carloads from two points in Essex County, Ontario, 
to Calgary, using the United States freight rate structure. 

EXHIBIT 136: filed by Mr. Frawley. 

Statement indicating rates on canned 

goods in carlosad lots from two points 
in Essex County, Ontario, to Calgary, 
using the United States freight rate 

structure. 

Q. Will you just explsin this Exhibit 136? There 
are twoexamples there - - 

A. Taking the first example, if you wanted to move 
a carload of canned goods, 60 thousand pounds of canned 


goods, from Leamington, Ontario, to Calgary, you could 
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move them via the Canadisn route, and the charge would 
be $2.59, so that is the Canadian charge, $2.59. 

THE CHAIRMAN: Q. Where is that $2.59? 

A, Iv is nov on this: statement. 

MR. FRAWLEY: If your lordship would be good enough 
to note right on Exhibit 136, it might be useful, that 
the rate from Leamington Ontario, to Calgary would be 
$2.59 via the all-Canadian rate route, and the rate from 
Belle River would also be $2.59. All right? 

A. And another way to move this Shipment might be 
from Leamington to Detroit, which would cost you 37¢, and 
then move it from Detroit to Sweet Grass for $1.50 on the 
American route, and then turn it over to the C.P.R. at 
Sweet Grass and move it up to Calgary for 62¢, giving 
you a rate of $2.49. That is, if you could use this 
combination of local rates via the American route, you 
could save 10¢ @ hundred for canned goods. 

THE CHAIRMAN: Well, can you use that? 

MR. FRAWLEY: No, you cannot. 

MR. O'DONNELL: Our rates are not intended for the 
type of use that my friend tries to make of them. They 
ere probably for the purpose of protecting the American 
railways' interest in that type of shipment. 

MR. FRAWLEY: I am pointing out to the Commission 
that there is a Canadian Freight Association rule which 
tells me that I must use those rates to get canned goods 
from Essex County, to Calgary, and at this point I do not 

want to argue but I want to put into the record two sections 
of the Railway Act. I would like an opportunity of dis- 
cussing this more fully later, but at this point I want 


to call to the Commission's ettention Section 333 of the 
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Railway Act, and Section 431. Section 338: 
"338. When traffic is to pass over any con- 

tinuous route from e point in Canada through a 

foreign country into Catloda Or ftom aly jpoime an 

Canada to a foreign country, and such route is 

operated by two or more companies, whether Canadian 

or foreign, the several companies shall file with 

the Board a joint tariff for such continuous route." 

THE CHAIRMAN: That is the obnoxious ConurOL 10, as 
it, that they are allowed to sit down and produce a joint 
rate which is greater than the local rates? 

MR. FRAWLEY: No. First of ello. taey dovnot. id less 
Joan. tarirt, 

THE CHAIRMAN: The section Says they may provide a 
throug route: - 

MR. FRAWLEY: No, they say that several companies 
Shall file with the Board a joint tariff, So, in this case, 
moving from Belle River to Calgary, the railway would start 
out from Belle River to Detroit and several United States 
routes would take it to Sweet Grass, and the Canadian 
Pacific would take it from Sweet Grass to Calgary. 

THE CHAIRMAN: In that case they would have to file a 
Joint’ tariie ? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And the section Says that the govern- 
ment is to pass on that, to determine whether or not it 
18° bo. pass, 

MR. FRAWLEY: Well, whet I argue is , that parlia- 
ment contemplated that traffic would be offered to pass 
from Belle River, Ontario, to Calgary, via the United States, 
and I say that is the contemplation of perliament when that 


Section was drafted, and they have said, when that is offered 
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tO pass, then you must file 6 joint tariff. Then, 
they do not file it. 

THE CHAIRMAN: Who could make the offer? 

MR. FRAWLEY: Well, the x-y-z- canning company. 
Supposing Heinz and Company at Leamington offered to 
the railway a car of canned goods, and said, "Take 
this to Calgary, Alberta, via Detroit and Sweet Grass, 
Montana,” - 

THE CHAIRMAN: Today a shipping company has no 
FLeht tolssy wnat? 

MR. FRAWLEY: No, because this rule stops them at 
the start. 

THE CHAIRMAN: Do you wish to have it made compul- 
sory on the railways to have a joint teriff and to accept 
the goods for such a route? 

MRe PRAWLEYS. Yes,\ but df you will allow me. to.devel- 

op my point by showing Section 431 - 

MR. SINCLAIR: How are you going to compel the 
American carriers? 

MR. FRAWLEY: The Board of Transportation Commissioners 
for Canada have no jurisdiction over that American carrier. 
They have jurisdiction over the Canadian carrier. Here 
is the way they purport to deal with it in Section 431, 
This is the penelty section: 

"431, All goods carried or being carried over 
any continuous route, from a point in Caneda through 

a foreign country into Canada, operated by two or more 

companies whether Canadian or foreign, shall, unless 

such companies have filed with the Board a joint 
tariff for such continuous route, be subject upon 
admission into Canada, to Customs duties, as if such 
goods were of foreign production and coming into 


Canada for the first time." 
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THE CHAIRMAN: Well, that closes the road to you? 

MR. FRAWLEY: Yes, because the third Sub-section - 
moO, tc 15 notoquite closed yet. Phe: third section closes 
it. This third Sub-section says: 

ua) Lf any ‘such duty is paid. by the consi snor 
or consignee of such goods, the same shall be repaid 
on demend to the person so paying, by the company 

or companies owning or operating so much of such 

continuous line or route as lies within Canada." 

If I ask the Heinz Company to ship-me a car of canned 
goods to Calgary, and they went through without this 
restrictive rule in the tariff, and they went through 
to COalezary in that fashion, and Iv hsd to pay duty on 
them in Calgary, I could then collect that duty from any 
of the companies over whose line they moved. I could 
collect it from the Canadian Pacific who draw it fron 
Coutts to Calgary, Alberta, and I say to prevent that 
sort of situation, where the C.P.R. would have to pay 
duty from Coutts to Calgary, they have in collaboration 
with the American railroads seen to it that this restrictive 
section 1s placed in the tariff, end Lisay that on. tne 
authority of no less an authority than the Interstate 
Commerce Commission, because it is what the Interstate 
Commerce Commission ssid to me when I took the matter up 
with them. I will only read a short extract from e 
letter which I have received from the Interstate Commerce 
Commission. 

MR, SINCLAIR: I think you should put in the letter 
to the Commission and the reply. 

MR. FRAWLEY: There is nothing for me to conceal 
from the Commission or even my friend. I pointed out to 


the Interstate Commerce Commission that it was regrettable 
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that the receiver or shipper of freight in Canada should 

be prohibited in these few instances where they could 

look to the American freight rate structure for a more 

favorable rate, and found that they were defeated, and 

such great care has been taken that they defeat us at 

the first lee of the journey, so the carn would never 

leave Leamington or Belle River, because it is the first 

movement from Belle River to Detroit, 28¢ - the tariff 

reference is number 13D, and by my Exhibit No. 136 you 

will see that the rate of e8¢ is to be found in the Canadian 

Preient, Association weriff, 13D, from Belle River to, Detroit, 

You will see from the footnote that in that particular 

Vearaist., 13D, wiich would take the car on the first leg of 

its journey, this restrictive clause is found. My friend 

says, "What did you write to the Interstate Commerce 

Commission?", and my friend can have a copy of the letter, 

but I pointed out that it was rather regrettable that in 

these few instances the receivers or shippers of freight 

in Canada would be prevented from using the American rates, 

and Mr, Jensen writes to me under date of November 23, 1949; 

"You also suggest, if I understand the penul- 

timate paragraph of your letter correctly, that if this 
restriction is actually effective, it is unreasonable 
and ought not to be allowed to stand. The restriction 
was presumably -- almost certainly -- set up at the 
instance of the Canadian and not the United States 
railroads, the purpose being to prevent the diversion 
of traffic moving between Canadian points to lower- 
rated routes lying partly in the United States. Thus 
the question you raise as to whether the restriction is 
a reasonable one really resolves itself into a question 


of whether there is justification for a higher basis 
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of rates in Canada than in this country -- a 
matter upon which obviously no opinion can be 
expressed here. So far as the restriction itself 
is concerned this Commission could neither order 
it enforced nor removed, for the reason that we 
have no statutory authority over the rates charged :: 
by the railroads in the United States on traffic 
moving from a foreign country through the United 
States to the same or another foreign country. " 
That is the whole story, my lord, and if you ask me 

what I can do about it, I say that the railways of 
Conada have very neatly circumvented the provisions of 
Sections 338 and 431, and I cannot do anything about Le 
and I am left, so to speak, behind the eight ball as far 
as getting canned goods from Essex County into Calgary. 

THE CHAIRMAN: You say if there is no joint rate, 
it is the fault of the Canadian railweys? 

MR. FRAWLEY: Yes, because I think that the American 
carriers would be glad to carry all of the canned goods 
thet Heinz ond Company could put out in Leamington, and 
they would be very glad to carry them from Detroit to 
Sweet Grass, Montena, for $1.50, but I am defeated even 
although the Railway Act of Canada tells my friend to 
file a joint tariff. 

THE CHAIRMAN: How would you remedy that by legis- 
lation? You cannot compel the American line to join in 
framing a joint teriff? 

MR. FRAWLEY: No, that is right. 

THE CHAIRMAN: Then what are you going to do about it? 

MR, FRAWLEY: Well, I know one finds it a very 
difficult situation, and I think it is something that 
k 


should be brou.ght to the people of Cenada, the government 
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of Canada, and the Perlisament of Canada, There is not 
any question thet when Parliament wrote 338, they did 
not expect thet we would find enything like what we now 
find in rule 210 in the Canadian Freight Association 
tariff 13D, because it is such a simple wey of circum- 


venting it. 


(Page 11934 follows) 
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MR. O'DONNELL: Might I ask my friend if it is not 
a fact that there is a joint tariff published in compliance 
with the provisions of Section 338? 

THE CHAIRMAN: When you say there is a joint tariff, 
what do you mean? 

MR. O'DONNELL: Well, a tariff published and filed 
in compliance with the provisions of Section 338 which my 
friend says has been violated. 

THE CHAIRMAN: Is that tariff applicable to the 
shipment he illustrates here? 

MR. O'DONNELL: It is applicable to the shipments which 
are contemplated by Section 338. 

THE CHAIRMAN: But that does not get me very far. YOu 
say that 338 then applies to only certain .. kinds of shipments, 
do you? 

MR. O'DONNELL: Well, it applies to shipments which 
are to pass over any company's lines from a point in Canada 
through a foreign country into Canada and the several 
companies which are to have a hand in the hauling. 

THE CHAIRMAN: But who governs that? Who says that 
the shipment is to pass over foreign territory? Could the 
shipper? 

MR. O'DONNELL: The shipper can designate the route 
he wishes but what the shipper cannot do though, is to take 
a tariff which is published for a local haul such as the one 
that is referred to and use it in combination with other 
rates and particularly with American rates. But the point is, 
ag I understand it, that Section 338 has not been violated 
as my friend says,because I asked him if it is not a fact 
that there is a joint tariff published. 

THE CHAIRMAN: Yes, but Mr. O'Donnell, what does this 
Jolnindaridtepoly wot. Does dtvapply to this ikind, of .2 


shipment? 
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MR. O'DONNELL: Yes, it would apply to ea shipment 
such as Mr. Frawley refers to. 

THE CHAIRMAN: Then, what is to prevent the Belle 
River, man sending his goods around that way? 

MRO DONNELL? Well, the joint through tariri is 
higher than a combination which they ingeniously evolve 
CNYOUEN Using two or three local rates’: 

THE CHAIRMAN: Why can't they use the local rates? 

MR. O'DONNELL: Because these particular rates as 
published are restricted inasmuch a8 they are not to be 
used as tne railway says ,and the railway’ is subject vo the 
Board of Transport Commissioners. My friend has recourse 
to them and I don't think he has gone there, and the Act 
expressly says that they are not applicable to rates between 
points in Canada but eye unites to the control of the 
Board. Now the rate under the joint through tariff is $2.59. 

MR, PRAWLEY: Where is the joint tariff? | Tne 
Canadian rate is $2.59. 

MR. O'DONNELD: No, but the tariff that is filed in 
compliance with the provisions of 338 which is a joint tariff 
and which is joined in by all the American carriers on the 
face of the thing. There are 35 or 40. There is 2 tariff 
published now. 

“THE CHAIRMAN: Do I understand, Mr. O'Donnell, that 
there is then a through tariff providiftg for this type of 
Shipment? 

MR. O'DONNELL: Yes, that is right, my lord. 

THE CHAIRMAN: But that through tariff is higher than 
a combination of ali the local rates? 

MR. O'DONNELL: That is correct, and when my friend 
so eloquently said that 338 had been violated, I submit it 
has not; there is a joint through tariff published. It so 


happens that the rates in that joint through tariff are higher 
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in this instance than 2 computation under 338 would give. 

MR. FRAWLEY: Just look at the rates that he says 
are ingenious. We did not take some abnormally low rates on 
page 28.. We took a rate from Belle River. Now then, we 
point out that we only pay $1.50 from Detroit to Sweet Grass, 
Montana, because that is the rate to Seattle, and there is no 
violation allowed in the United States on transcontinental 
traffic, so we get $1.50 to Sweet Grass, Montana. That is 
what my friends do not like and then when I get it to Sweet 
Grass, Montana, then I pay 62¢ to take it from Coutts to 
Calgary - something under 200 miles - 62¢. I am asking no 
favour from the Canadian Pacific Railway but we pay 28¢ at 
the Detroit end and 62¢ at the Calgary end. That is what my 
friend calls an ingenious way I have made up this rate. 

THE CHAIRMAN: Do you say, Mr. Frawley, that Section 
338 has been violated by the railways? . 

MR. FRAWLEY: That.they do sin? My Pee re. is 
Only eulorm, there is no substance in it) at) ali.) They 
publish as a joint through rate the $2.59 in Canada. Let us 
say they have had a formal compliance, a mock compliance with 
Section 338. They have taken the $2.59 and it is not $2.59 
aod Let ne Cer Could Co. Prom oO LO ppOUnN Ut oe Wee oer. 
EO Day spe duty . TACOULOU RSG. Tine ted hire too 
Day ell the duvy going anto Devrolt and jthen repli lit. to: 
Sweet Grass and then pay the duty going into Calgary I could 
Get it in there for $2.40. 

MR. SINCLAIR: Could you? 

MR. FRAWLEY?) T certainiw cousa No, Po could not even 
do Coney. bur whet ti could. devs Che see OuLOw oly be Cnicge 
goods in from Belle River to Detroit as a purely local 
shipment. 

THE CHAIRMAN: Who would pay the United States duty? 


MR. FRAWLEY: Anybody that was foolish enough to ship 
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it in there like that. Then we would move it to Sweet Grass, 
Montana, for $1.50 and now it is in Sweet Grass. I would 
then clear customs into Coutts, pay whatever duty is required 
and even after doing that then we would find "I cannot use 
those rates". I could use them as locals. I do not think 
there is anything to prevent me from having a series of 
separate unrelated shipments, and I defy my friend to say 
I cannot ship Min for e740. 

THE CHAIRMAN: But you must face this reality, that 
you would have to pay two customs duties? 

MR. FRAWLEY: Yes, so we could add to this really that 
you could use them if you wanted to pay two customs duties and 
use them as separate unrelated shipments, Belle River to 
Detroit, Detroit to Sweet Grass, and Coutts to Calgary. 

THE CHAIRMAN: Are you asking for a compulsory through 
Frabe: tobe Lowerforvat leagsttias low as a combination of 
these various local rates because you cannot compel the 
United States railroads? 

MR MOPRAWLEY: “ No, (2 am gotne to’ put tt \this way. orl 
want to give some consideration to what I call this outrageous 
situations’! TI would “Like! to make a ‘submission i!) it: Tsi'very 
understandable why I am discussing this thing with some heat. 
Here are canned goods which move into Calgary by thousands 
and thousands of tons every year and we are prevented by the 
deliberate conduct of the Canadian railways from doing anything 
but paying that’ highsrate. © Not. “only is Tthunddsimabie: ~~: 
wears unacceptable that we have to pay twice as much as 
Vancouver. That is one grievance. Then we look around and 
say "Could we possibly get these canned goods out here by 
a Canadian route?" and we find the railways have again 
stopped us from doing it, so we are in’ their bondage: and pay 
the highest rate in the book, and I would defy my friends to 


find a higher rate anywhere than $2.59 to move 100 lbs. of 
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canned goods 2000 miles from Toronto to Edmonton. It just 
can't be done and still they prevent us from saving 20¢ - 

MR. O'DONNELL: 19¢. 

MR. FRAWLEY: We would have to say "No, we cannot 
save it; we are in the bondage of the Canadian railroad". 
Perhaps other people as well as the people of Alberta are 
tired.of the Canadian freight, rate structure. 

MR. O'DONNELL: Of all the thousands and thousands 
of rates that are covered by that joint tariff which is 
provided for by Section 338, I think about the only one that 
my friend could happen to find with that particular situation 
is with regard to canned goods. 

MR. FRAWLEY: You would almost think that you would 
let me have it then. You would almost think you would make 
an exception. 

MR. O'DONNELL: I want to say one more thing on the 
AON vent tony Lord i The ye are ony numoen OL Ame mican 
carriers who. join in that, Carnitf, participacving carnicrs., 
and when my friend says we prevent him going that way, we 
do not and it so happens that the joint through rate as provided 
by this Act is a few cents higher than the combination of 
Locals he. uses. 

MR. FRAWLEY: ‘ Lodo) not deny, the, fact that, the American 
railroads and the Canadian railways all belong to the same 
CRS He 

THE CHAIRMAN: Does it seem rational that through 
rates should be higher than a combination of local rates? 

MR. O'DONNELL: ‘Well, if one factor in the combination 
of docal. rateciis put anvror certain purposes, then 1 think 
that it is not unreasonable that the rates might be restricted 
Touse in, certain. instances, and ian any event, the Board of 
Transport Commissioners could look into that complaint if it 


Were justified. 
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COMMISSIONER INNIS: Are we to understand that the 
Board of Transport Commissioners has no authority over those 
goods moving through the United States and that the Interstate 
Commerce Commission has no authority? 

MR. FRAWLEY: That is the situation with which I am 
faced. I go to the Interstate Commerce Commission: and they 
say they can do nothing and the Board of Transport Commissioners 
say the same thing. 

MR GO DONNELES “AP you teo to the’ Board of Transport 
Commissioners and complain about the Canadian end of the rate, 
surely the Board of Transport Commissioners have jurisdiction 
over “whem. 

COMMISSIONER INNIS: Would they have jurisdiction over 
the American rates? 

MR PRAWLE YS GING Land vl migntcas well ssay., Tsdm, ithas 
they mave not been content to put this tariff restriction on 
the freight rate which begins the shipment - you find that same 
tariff restriction over all the rates over which they would 
have tvotgour Theytdid a very complete job of 10.) The next 

which shows 
rate, looking at my exhibit,/$1.50 under Transcontinental 
Freight Pure Teriff 4W,you will probably find I cannot use 
that $1.50 rate. 

MR. SINCLAIR: That is why I think those letters should 
go into the record, Mr. Chairman. 

THE CHATRMAN: (ALIS rignt, *younsay therends:novobjection 
Mr. Frawley? | 

MR. SINCLAIR: This violent language has been used - 
by my friend’ - Mr. Frawley - 

MR. FRAWLEY: It is not fearly so violent as the 
SliMavionieaile? for. 

THE CHAIRMAN: It depends how you read it. 

MR. FRAWLEY: In the record it will be very quiet. 


COMMISSIONER INNIS: Is there a part of the rate 
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Structure which is out of the jurisdiction entirely of the 
Interstate Commerce Commission or the Board of Transport 
Commissioners? 

MR. FRAWLEY: Well, it happens in Ontario that the 
two fruit districts are very adjacent to the United States 
market. There is the Niagara Peninsula which is near 
Niagara Falls, New York and the Belle River area near 
Detroiey . andi de think if it were not for those restrictions 
they would go through the United States at a lower rate. In 
answer to one of the questions by one of the Commissioners 
a moment ago, to Mr. O'Donnell (1se@ht mot UnGsual that’ a 
through rate should be higher than the combination of the 
local rates?" I am told that in the United States that is 
quite out of the question. There cannot be a through rate 
higher sthanpthe combinationtof (the local pates’. ~ That isan 
exception. 

THE CHAIRMAN: Now, one of the things we are asked to 
review here is to review The Railway Act with respect to 
international rates? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: What do you suggest? You show us this, 
in your opinion, lamentable: state of affairs. What ‘do’ you 
Suggest we should do about it? Perhaps you do in your brief 
Or;Ones of) your bricirs? 

MR. FRAWLEY: My friends say no,which indicates the 
Study they have given to that which is very much appreciated, 
but I think, sir, that I would like to - I must not have, as 
you said to me the other day--two or three opportunities to 
discuss this, but I would, before I say a final word to the 
Commissiom, like to consider whether there is any way of 
extricating myself from this situation. 

THE CHAIRMAN: Then later on you might tell us what use 


we could make of that committment we have? 
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MR. FRAWLEY: Yes my lord, all right. The Governor 
General in Council has asked you to look particularly at 
international rates. 

COMMISSIONER ANGUS: Mr. Frawley, is the general source 
of this particular difficulty,in this case, that canned goods 
treztedin the United States rather more favourably in relation 
to other traffic than they are in Canada? 

MR. FRAWLEY: . That there is..a-better rate, sir? I 
Gannovasaynyes1or mo to that» sin...1 do ,point,tonthe,.fact 
that that $1.50 is the so-called Spokane rate which cannot 
be greater than the Seattle rate, and the Seattle rate is a 
so-called water compelled rate. That is why the railways do 
not wish to allow a receiver in Canada to take advantage of 
what they regard probably as a very low rate. That may be so, 
but to say whether or not canned goods (I would like to be 
able to answer you more precisely) whether or not canned goods 
is in a better classification in the freight classification in 
the United».States-than in Canada,.I do not). know. 

COMMISSIONER ANGUS: You remember they complained here 
that the classification was too high? 

MR. FRAWLEY so. That. is true. Sins wil\\phink that ia, if 
I may say, a well-taken point there. It might be because we 
heard the Canadian Conners saying that they were in too high 
a classification. I have heard very lately that there is a 
trend in the United States now, because of the recent high 
increases, that canned goods are now being lowered - I don't 
say reclassified, although reclassifying is probably the way 
they do it, but motor truck competition is becoming so effeetive 
in respect of the movement of canned goods in the United States 
that the canned goods are going on a lower rate basis. The re 
might be something in that, sir. 

MR. FRAWLEY: Now, Mr. Harries, you say you had 


completed and you had reached - 
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THE WLINBSO: “EPL may say, “the most’ of this “discussion 
aS lar as this Driers concerned,-1le: simply “vo (point. out 
that with goods of Canadian origin moving from one point in 
Canada to another point in Canada, it would be only in very 
Special circumstances that American railway competition would 
Dbesor "Srvenii tcance “as carrier competition. 

Now, on page 38 we mention goods of Canadian origin 
moving to Americén markets or goods of American origin moving 
to Canadian markets, and there we note that the controlling 
rate in that instance would be the lowest transcontinental 
rate, because the American transcontinental rates name 
Cenadian destinations and the Canadian Hianaborieehenddliaanet 
American destinations; “and it isvonly*rarr’vovsay;) fenink; 
that the long and short haul discrimination about which we 
complain-is essentially the discrimination which takes place 
on goods originating in Canada and moving to another point in 
Canada. 

then, they third’ typeof situation whichvwernote is that 
concerned with foreign goods destined to points in either Canada 
or the United States,and Canadian or American goods destined to 
foreign ports, and those are export and import rates, and 
actually the kind of long and short haul discrimination there 
is hardly significant. That is the carrier competition then. 

The water competition stems from the fact that the water 
raves are usually less: than reiivroad rates, andvythis 1s page 
40, sir. The water transport is in itself highly competitive 
and Tt is ‘extremety Itextole: “We nove vhav tnereare> three 
types of water competition which are experienced by Canadian 
railroads, inland and coast-wise,which is of no consequence as 
far as long and short haul discrimination is concerned on 
transcontinental trarfic. “The intercoastal Ts” significant 
at those points of Central and Eastern Canada touched by 


navigable water or near enough to be affected by it and the 


in 
ns tDSKED TO 2booy Hd RW de its 


= 
e4 


¥iov NE visio of Sivow Ji ,2beakD ab aatog a otton® oF bsasd 


Sivsw ootstteqmos yeawlics asoltema Gane ceo temonto fetaet ao 


is’ - 
- F P a ; : 
gnivom afatro maokromA to shoo, +6 adéwyam nso bremA O28 BA aie. 


7 7 . 


ey ©, 
aritios 


eto BDOOD WO: 
.SbDea20 
nent 
Mite OOo 
te¢® Botiau savy oO 


,etrog marerot 


“oe ef JI Bas 
mos reveaw to seayt 


einl ,sbsotiten | 

ie, Yt 

to Lecd dtode Bae anol sf t8) 
iv 

ot Piioad Paphitis 


any 6 
ene ban at We. fosontis 
: ve Bbak oa on : 


- 11943 - Mr. Harries 


coast of British Columbiaand we list there some factors 
which we think determine the extent of water competition. 
Then, we go on to point out that there are general considerat- 
ions in view in the intercoastal competition picture and 
we quote a letter there which we received from a gentleman 
in New York City. 

THE CHAIRMAN: What page is that on? | 

AX “415° siry tat the bottom of tHe pages "lwWe “point “ott 
there that there is a unique rate relation existing in 
almost every movement. Then we mention the institutional 
aspects of particular freight relations at the top of page 42, 
and indicate that they are likely to be every bit as important 
in establishing a rate as the pure rate element, and I may 
say that we would consider the factors (a)to(e) listed on 
page 41 as being pure rate elements as such. We make note 
of the fact that you cannot dismiss the fact that in the 
main an important source of intercoastal carrier competition 
in Canada has come from boats owned or chartered by 
British Columbia lumber interests. Then we mention the 
case that Mr. O'Donnell referred to earlier this morning. 
We also note that the tendencies to equalize commercial oOppor- 
tunityin the various parts of the Eastern industrial area by 
the formation of large rate groups has also tended to obscure 
the pattern which one might think to find in the way 
of competitive rates. For the most part it costs the same 
on the railway under a transcontinental competitive commodity 
rate to ship something from Montreal to Vancouver as it costs 
to ship it from Sudbury to Vancouver. So that, although 
Sudbury is a good deal less affected by water competition 
than Montreal, of the intercoastal character, you have them 
both on the Same rate, and that is why we now observe that 
it has tended to obscure the pattern that might follow in 


this competition We do know that it has an effect because 
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of the market competition which exists between domestic 
manufacturers and overseas manufacturers, particularly the 
competition which exists, of course, in the Vancouver market. 

I also should have mentioned, sir, in dealing with 
American railway competition that although there is no 
competition in the sense that there is carrier competition 
for goods originating in Canada and moving transcontinentally, 
there is a good deal of competition generated by the American 
carriers in the nature of market competition. Then on page 43, 
Sir, we turn to the main periods of competition in trans- 
continental traffic. I might suggest, sir, that at the bottom 
of the first complete paragraph on page 43 that extra title 
cae go into the submission, that is "Main Periods of 
Competition in Transcontinental Traffic". 

THE CHAIRMAN: Before you come to paragraph 1? 

A. Just above that sentence there, sir. It would go 
in just before we say "The competitive factors in tran's- 
continental traffic". 

Q. What is the heading? 

A. "Main Periods of Competition" 

Q. "Main periods" in the plural? 

A. Yes sir. “of Competition in: Transcontinental Traffic, 

MR. FRAWLEY: Yes? 

A. Then, the first period which we discuss Sit LS 
the period prior to the operation of the Panama Canal from 
1869 to 1917. I may say, of course, that the Panama Canal 
Opened before 1917 but it was not really a source of competit- 
ion until: thet) date. \ Tide not think there Ws anything I need 
to mention during that period. That was just characterized 
by competition from various sources. On page 44 there is 
the competition,, from 1918 to 1940. 

Q. Could you just briefly describe when that period was? 


A. That is the period from the opening of the Panama 
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Canal when you got ship competition started at least to the 
end of ship competition or that which was occasioned by 

the commencement of the war. There is one sentence I would 
like to read on page 44, sir. As we will point out later 
unlike - 

Q. Bottom of page 44? 

A. Yes sir.» Unlike non-competitive areas in the 
United States which now had the substantial protection of 
an effective long-and-short-haul rule, prairie territory 
was accorded none of the advantages that improved water 
transport made available. That is probably not stating it 
as definitely as we could. There may have been some advantage 
certainly but in comparison with other areas similarly 
situated we did not have the advantage. 

O. Wioulezowometo: way, )"Orcthel doritrary,” prairie 
territory became the one remaining area on the north 
American continent where standard rates on long-haul traffic 
could be imposed with any degree of success "9? 


A; Nes. Then going on I would like to mention the 


Fact that the Government of Canada started up the inter- 
eoastal tratiic after a number of people had had great 
gifficulty in trying wo make a go of it after vne first 
world war, and finaneially it was not a very successful 
venture for the government, but it did have the effect of 
service, and when they withdrew from it in the early 
thirties the Conada Transport Company took it over and 
managed to continue it. So we have the situation there 
from 1922, I believe it was, to about 1932, where the 
government was running 2 competition to keep the trans- 
continental rates down and it was in a sense, I believe, 
the marine arm of the Canadian National Railway that under- 
took this. The real competition in intercoastal traffic came 


in the thirties, and we indicate, sir, on pages 48 and 49 
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the extent of the intercoastal movement by boat to 
Eastern Canada by Vancouver and New Westminster, and we 
would refer there, sir, to Appendix A, Schedules 2, 3, 4 
and 5 on pages 120 to 129, which indicate the total movement 
during the 1928 to 1948 period. I might note, sir, that 
the figures for 1948 were not available when we made this 
Appendix up but since then I have found from the Harbour 
Commissioners that in 1948 there were no imports to Vancouver 
and there were 180 tons of exports, that is movements from 
Vancouver to Eastern Canada. 

Qe Where should those figures be noted, Mr. Harries? 

A. Water borne shipments to Eastern Canada. 

Oy <Page ) 120? 

A. Yes, 1948 should read "Port of Vancouver 180, 
Port of New Westminster nil, Total 180 tons”. 

THE CHAIRMAN: That is for 1948? 
yes sit. 
Port of Vancouver how much? 
LEO Gos; sir. 
That means thousands, does it? 
No sir, just 180 tons; that, is all it moved. 


What about New Wes*minster? 


i 9 2 Oe ee 


None , sire @t we on, Schedule Sion page tet - "1948 
nil, niveand total, nothing". 

MR. FRAWLEY: I do not want to prolong the more or 
less continuous reference to the movement of this boat from 
Eastern C°nada to Western Canada but I might note - 

THE CHAIRMAN: Where is that boat now? 

MR. FRAWLEY: Well, I will tell you sir, what has 
happened. In the Montreal Gazette of today, 7th of December, 
1949, it ig to go from Montreal to Vancouver in Kopi ie 
reads this way "No vessels shheduled from winter ports from 


Montreal": then "S$.S.Oceanside April 20th to 25th (I presume 
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that is 1950) and S.S.Islandside May 20th to 25th", so 
I think it is a fair inference from that, sir, that the next 
shipment that will be moved by the Munson-Clark Company 


will be next April and May. 


(Pege 11959 follows) 
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THE CHAIRMAN!Q.I want to make sure I under- 
stand this. Water-borne shipments from eastern Canada to 
the ports of Vancouver and New Westminster -- was there 
none at all in 1948? 

Dao .NS CSin mone, 

Q. And where do you show what went from New 
Westminster and Vancouver to the eastern coast? 

A... Theat Wee one-one orevious ," sir, “on Leo: 

COMMISSIONER INNIS: Q. This is all 1948-49 
figures? 

Rs BYCEYYSEYs 

THE CG AATRMANS 0, . aust. LOO) tons oun or: van 

couver? 
Ae) Yes, Sins 
Q. And nothing out of New Westminster. ? 
fet) ACO hs es 

COMMISSIONER INNIS: Q. These charts on 13 and 
14 cover the whole? 

A. Yes pwir, they doy “On page 438, the chart ‘pre- 
sents the picture there. 

THE CHAIRMAN: It may not be pertinent here, 
but I just wonder how the trans-ocean freight shipments 
are holding up now. Are they recovering, or what is 
happening out of Vancouver? 

MR FRAWLEY: Q. Have you anything to tell the 
Commission about that? 

THE CHAIRMAN: Through the Panama Canal to 
Europe. 

THE WITNESS: vThe tast*thing! i saw, “sir, was a 
reference hin the Wheat Pool budget). where ‘they' said that 
there were twelve or thirteen grain carriers tied up at 
Vancouver; they could not meet the rate going through the 


Panama Canal. 
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Q. THE CHAIRMAN: Q. They could not meet the--- 

A... They could. not meet the rate, I think, by 
British ships from the eastern coast. 

MR SINCLAIR: We can get some information for 
the Commission to show the period from the lst of January 
to the 30th of April, (1949, from the U.K. Belgium, and 
various countries, landings at Pacific coast ports. 

THE CHAIRMAN: And from Vancouver back to 
Hurope? 

MR SINCLAIR: I have not seen figures from 
Vancouver to Europe, but I will look into that at the 
adjournment. 

THE CHAIRMAN: Thank you very much, 

MR FRAWLEY: Q. ALirient, Mr Harries. wild 
VOULproneed? 

A. Figure 13 , which shows the intercoastal traffic 
to eastern Canada--- 

COMMISSIONER INNIS: Q. On page 48? 

A. On page 48; indicates, sir, that there was a 
very substantial movement of traffic from VO2e tows, 
that it d opped down from 1930 really to 1939 with the 
exception of the one year 1936. Figure 14 on page 49, 
sir, indicates that there was a good deal of traffic 
moving from eastern Canada to Vancouver and New Westminster 
from 1934 to 1939. That, I think, is all I would have to 
say in connection with that. 

MR FRAWLEY: Q. What do you pass to now? 

A. To page 50, subsection 3, competition from 
1940 to 1948. There we just detail the history since 
1940. The history is also given graphically in these 
charts, which just indicates that there is not any inter- 
coastal water carriage going on now, and we give the 


opinion of several people in connection wich ite itkely 
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resumption, and so on. Then I think we pass on to sec- 
tion E on page 52, the extent and effect of long and 
Short haul discrimination at intermediate points. 

2. In a word, what do you propose to discuss 
under this branchver your ‘prier? 

A” We propose to discuss first of all the extent 
in terms of the number of items which are affected by 
long and short haul discrimination =t Calgary and Edmon- 
ton on transcontinental traffic; and, secondly, sir, the 
effect that this discrimination has upon people who are 
trying to do business in Alberta under those circumstances. 

Q@. In other words, you are endeavouring now to 
Show to the Commission the extent to which the cities of 
Alberta pay higher rates than the rates to the coast? 

THE CHAIRMAN: I see, Mr. Frawley, your com- 
plaint is about what you call the competitive commodity 
rate structure. Does that mean competitive commodity 
rates only? 

THE WINES S + VYes= sate 

MR FRAWLEY: Yes, yes; the transcontinental 
competitive commodity rate eee Fake: that is the structure 
which carries the goods through to the ports of New West- 
minster and Vancouver. 

THE CHAIRMAN: First you get the commodity 
rates, and after that you get the competition which lowers 
Mem agains is thay 1t? 

MR FRAWLEY: I think when it came in it came in 
all at once as a competitive commodity rate. 

QO. L£8n ww thay rient, Mrs erries? 

A. Yes, that Is my Understanding of 1, sir; 

MR FRAWLEY: I do not think it was in stages. 

THE CHAIRMAN: Then your complaint is confined 


to that kind of rate? 
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MR PRAWLEY: Oh, yes3’*sir. 

THE CHAIRMAN: All right. 

THE WITNESS: We would now like to file with 
the Commission an exhibit. 

MR FRAWLEY: Now, this is the large exhibit, 
sir, that we sent to the Commission some time ago, in a 
very limited number of copies, because it is a very 
formidable sort of document. Perhaps we might have a 
number for it now. 

MRUCOVERT: “Exhibit -L373 

MR FRAWLEY: Will you just describe it? 

THE CHAIRMAN:Q.What would you call it? 

A. This exhibit, sir, is a comparative statement 
of freight rates from eastern Canada to prairie points 
and to Vancouver, showing where the rates to Vancouver 
are lower than to Calgary and Edmonton, and indicating 
the point at which the Vancouver rate is equalized. 

EXHIBIT 137: Comparative statement of freight 
rates from eastern Canada to 


prairie points, showing where 


rates to Vancouver are lower than 
to Calgary and Edmonton, and indi- 


cating the point at which the Van- 
couver rate is equalized. 

THE WITNESS: An example, sir, may make that 
quite clear. Take the first example we discuss, which is 
sulphate of alumina. 

THE CHAIRMAN: Have we the exhibit here? 

MR FRAWLEY: No, but what is there in the brief 
is a representative extract from the large brief -- page 
54, sir. 

THE WITNESS: I was going to say--- 

MR FRAWLEY: The exhibit number is 137, and I 
think, for convenience! sake, it might be noted, at page 54, 

THe HATRMAN? T) Part, of bS7 . 


THE WDTNESS: (It-is an extract," sir, yes. 
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MR FRAWLEY: 137 is the large exhibit, and 
this is just a representative extract. from it. 

THE WITNESS: Taking sulphate of alumina in 
carloads, \tne. rate, from Arvida, Quebec, to Vancouver, atv 
the time this exhibit was compiled, was $1.82. The rate 
from the same point to Calgary was $2.54. The rate from 
the same point to Hargrave, Manitoba, was $1.82. So that 
we would say in this instance that Hargrave, Manitoba, 
is the equalization point. That is, they would get the 
same for hauling this carload to Hargrave as they would 
by hauling it past Hargrave right to Vancouver. All 
these items which we have listed in 119 large pages are 
items which have a rate as at the date of the compilation 
of this statement, which are lower to Vancouver than they 
are to Calgary or Edmonton. 

MR FRAWLEY: I just would like to take the 
Commission through this. This exhibit, sir, this Table 
2, running through pages 54, 55, 56, 57 and 57 and 57A, 
you can see the significance of it at a glancey Sire) iio 
you turn, for instance, to molasses in tank cars, on page 
55, moving from groups A and B, it is $1.21 to Vancouver, 
it is $2.40 to Calgary, and you have to go back to 
Hagle River, Ontario, which I take it is somewhere be- 
tween Fort William and Winnipeg, to find that $1.21 rate 
equalized. That gives you just a picture, rola gah wa a one Miho f 
be pardoned the expression, of where the apex i che 
Canadian freight rate structure lies, because ey weiba i>: 
through this exhibit that I have every confidence that I 
will regain the apex from my friend Mr. Britnell, who 
tried to take it away from me the other day. 

THE CHAIRMAN: Let us just stay where the 
molasses is for the moment . I will ask you a question. 


What you want done is, is it, to have a rate which will 
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pe $1.21 from Chatham--- 

MR FRAWLEY: $1.21, sir, is the rate. 

THE CHAIRMAN: You say that same rate should be 
given to Calgary and Edmonton. 

MR FRAWLEY: That is right; we say under the 
new set of rules, unless the railway show that it should 
be permitted to charge more to us than to Vancouver, then 
we would have $1.21 spread back, and it would be spread 
back, of course, all the way to Eagle River, Ontario. 

That is. a sate de of the kind of relief that we seek; but 
I may say again, we are not seeking any recommendation of 
what the rate should be, just a change in the law. 

Q. Now, is there anything else? Can we pass--- 

THE CHAIRMAN: You say the onus is on the rail- 
road to show why the rate is more than $1.21 to Calgary? 

MR FRAWLEY: Yes. Expressed in another way, 
the railway would have to go to the Board to get permission 
to depart from the strict application of the long-and-short- 
haul rule; that is another way of expressing it, sir. 

Q. Now, do you want to say anything more yourself 
about Table 2, Mr. Harries? 

A, Wevarevnov wery “good at calculating the number of 
man-hours that go into these things, but this exhibit took 
a terrific amount of time, and was completed using rates 
which were in effect in July 1948. It includes then the 
21% increase, but it does not include the 15% or the 84, 
and we make some comparisons regarding the--- 

MR SINCLAIR:Q.Does that statement apply to your 
Table 2 revised, pages 54 et seq? 

mw. oVabke! 2 revised Is ‘simplyvant extract “fromcthis 
table, yes. 

Q. It doas not have the 15% or other increases or 
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A, it is as at July 1948, Mr. Sinclair, 

MR FRAWLEY: It is as at that date. Then you 
can answer your own questions. It is as at July 1, 1948. 

THE CHAIRMAN: What is the reference there? 

MR FRAWLEY: The Table 2. The sheet is marked 
"Table 2 revised", sir. Now, you may mark it, sir, that 
Fist as Of let July, LORS. 

Now, we have something else to offer at this 
point. The amount of labour was, as Mr. Harries has said, 
terrific, but we did make a final effort to bring it up 
to the 22nd October, 1949, and now we have done that. 

THE WOINESS?. “That ise this Table 2) (sir. 

MR FRAWLEY: Notwithstanding the hours and 
hours which we spent in the preparation of that brief, I 
need hardly say that we would count it as naught to obtain 
relief from this discrimination, sir. 

MR COVERT: This ’is called Table’ @As it is 
HxXNAD IG. 1354 

EXHIBIT 136: Table ef — Certain selected com- 

modity items from exhibit 
iliustrating the extent of long- 

and-short-haul violations in 

Alberta, as at Oct.22,1949. 

MR FRAWLEY: Now, I would suggest, sir, that 
eA could go into the brief just where you might expect, 
or course, following Table 2, and it, as it shows, brings 
the rates up to, Octoben (22; 1980. 

MR SINCLAIR: Right after Table 2 revised? 

MR FRAWLEY: Right after Table 2 revised, yes. 

Q@.. All right, Mr. Harries? 

A. This Table 2A reflects the situation after the 
railwayys had had an opportunity to look at the transcontin- 
ental rates, and as a result of which they removed all the 
l.c.M. rates and they adjusted upwards in most instances the 


car“load rates, and the change inasmuch as this Sample that 
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we have in Table 2 is representative, the change that has 
taken place in the general situation could be indicated by 
the number which we have remaining in Table 2A, and the 
change which has taken place absolutely may be considered 
by referring to say the first commodity which we list, 
which is this sulphate of alumina again. Now, we find 
today that the rate from Arvida has gone up from nap see 
Cie elasps ‘During the same time the rate to Calgary has 
gone up from $2.54 to $2.74, and we find that the equal- 
ization point used to be in Manitoba at Hargrave, and it has 
has now moved slightly further west, to McLean, Sask- 
atchewan, so that the extent of the relief on that parti- 
cular item can, of course, be realized from this compar- 
ison. 

Q@. dust take another one; sigal fibre, the equal- 
ization point has moved from Chater, Manitoba, west to 
Sintaiuta, Saskatchewan--- 

COMMISSIONER INNIS: Where is that, Mr. Frawley? 
On page 2? 

MR FRAWLEY: No, still on page l of each 
exhibit. On 24 it is the sixth one down, Savane 
molasses have liquefied and left, I suppose. Starch has 
not moved; it is still at hielbourne,Manitoba, but the rates 
have changed; the rate from Ontari@ now to Vancouver is-- 

THE CHAIRMAN: Where is starch? 

MR FRAWLEY: Starch is on page 1 of 2A, and 
on page 2 of the other. 

THE WITNESS: No; page 56. 

MR FRAWLEY: Page 56. 

Oates Wide you take a look at starch, Mr... Harries, 
and tell us about that? 


THE CHAIRMAN: You begin with starch on page 


56; is that right? 
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MR FRAWLEY: Page 56, sir, the second item. 

THE WITNESS: We find that the equalization 
point in July of 1948 was at Melbourne, Manitoba, and then 
we look at the situation today, unless these rates have 
been changed within the last several days, and we find 
that the equalization point is still Melbourne, Manitoba, 
which indicates that both these rates, the transcontin- 
ental rate and the standard rates, have taken the same 
percentage Increases’, and the result 18 that you are right 
where you started from, or where you left off, at Mel- 
bourne, Manitoba. 

MR FRAWLEY: Otherwise I think the exhibits 
speak for themselves, sir, so we will pass from these . 
tables and--- 

COMMISSIONER ANGUS: Has the equalization 
poinc of Untermentved erape juice still got the sincularly 
unfortunate name of Bonheur? 

MR FRAWLEY: Did it leave Bonheur? I would 
not be surprised if it stayed there. 

THE CHAIRMAN: To rejoice the heart of man. 

THE WITNESS: Sintaluta. 

MR PRAWLEY.* "Oh," it'has gone to Sintaluta. 

THE WITNESS: Commencing, sir, at page 57 in 
the brief, and continuing through to page--- 

THE CHAIRMAN: Q. What do you say? 

A. Starting at page’ 57, sir, and continuing through 
to page 63, we have recorded some of the statements made 
by people initheiAntermediate territory, that is, in 
Alberta, at different times, what they said to the Rowell- 
Sirois Commission--- 

MR FRAWLEY: I was going to pass over those 
rather quickly. These things have been all said before, 


Sir. Theytcanvpelall summed up “ina word: “This back haul 
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rate, sir, does enable, so it is contended, the Vancouver 
receiver of freight to receive his goods at Vancouver, 
ship back and distribute in what is ordinarily regarded 
as Edmonton or Calgary distributing territory. That is 
the burden of these complaints, sir. We find that one--- 

THE CHAIRMAN: Distributing territory in 
Alberta? 

MR FRAWLEY: Distributing territory in Alberta, 
sir. One man told us during the 30% case that he would 
find it more convenient to actually move his place of 
business from Edmonton to Vancouver, receive his dry goods 
at Vancouver, and supply his stores, his dealers, in the 
Edmonton area from Vancouver. Now, that is how seriously 
if affected that man's business. 

MR O'DONNELL: That was three years ago. 

MR SINCLAIR: He is still in Edmonton today. 

MR FRAWLEY: Well, that is perhaps for cother 
reasons, that I won't stop to expatiate upon. 

THE WITNESS: That was not three years ago. i 
pelieve he made the same statement before this Commission. 

THE CHAIRMAN: Somebody did. 

THE WITNESS: Yes; I think that sWasicae 

MR FRAWLEY: Yes, that is at page Gils 

THE CHAIRMAN: What is his name? 

MR FRAWLEY: That is Mr. Holt of Dower Bro- 
thers Limited, a dry goods concern. He says, at the 
bottom of page 61: . 

‘The full portent of this has been brought home 
to us by the fact that a Vancouver dry goods con- 
cern, previously operating with only an office in 
Edmonton has started construction of a warehouse 


in this city from which to distribute merchandise 


throughout Northern Alberta. It is quite obvious 
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that they expect an increased volume of sales due 
to the lower prices at which they will be able to 
offer their merchandise when the differential is 
removed." 
MR SINCLAIR: That is the opposite to what Mr. 
Frawley said. 
MR FRAWLEY: He is talking there about the 
mountain differential, which has come off. 
THE CHAIRMAN: Where were you reading from? 
MR FRAWLEY: At the bottom of page 61, sir. 
THE WITNESS: There is just one thing I wish 
to mention in connection with this, if I may, and that is 
that as far as the business men particularly in Edmonton 
are concerned, these back haul rates have not been of 
overriding importance to them -- that is, the fact that 
the Vancouver man could distribute an article say into 
Jasper cheaper freightwise than the Edmonton man could 
get into Jasper and some of those points, has not been ope 
particular concern to him, but today we see the develop- 
ment of highway transport and rail transport linking up 
the Prince George area with the Peace River area, and 
what that means is that the Vancouver man is going to be 
able, if this discrimination is allowed to continue, to 
service the Peace River area and cut off Edmonton, the 
gateway to the north. Before, you see, the Vancouver man 
to get into the Peace River area had to come back and go 
through Edmonton and then start out up the Northern 
Alberta. And if these highways 40 through, and railways, 
as we have every reason to Suppose they will, then the 
Edmonton man fs going to be cut out of this Peace River 
area because of* the back haul, and there ig a very great 
concern on their part about that situation. 


THE CHUAIRMAN: When was the last time that 
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all this was called to the attention of the Board, and in 
what way? 

MR FRAWLEY: Well, sir, it was certainly 
drawn to the attention of the Board in the 1925-27 
inquiry. I was going to say I was not there, but the 
record shows that it was discussed, because the Chief 
Commissioner in his judgment mentions it. Now, we Say, 
with great respect to him and to the Board, that it did 
not receive the consideration at all that it deserves. 

THE CHAIRMAN: No attempt has been made since 
by anybody to have the situation changed? 

MR FRAWLEY: It was brought to the attention 
of the Rowell-Sirois Commission, sir. 

THE CHAIRMAN: Yes, I know. 

MR FRAWLEY: And what they said was that it 
was an interesting situation; I think that--- 

THE CHAIRMAN: That is what we are finding 
out now. 

MR O'DONNELL: Never brought it to the Board. 

THE CHAIRMAN: That is what we are finding 
out now, that it is an interesting situation. 

MR PRAWLEY: That is right, sir. 

THE CHAIRMAN: But in the meantime, has anybody 
gone to the Board about it? 

MR FRAWLEY: @. Has anybody gone to the Board? 

MR SINCLAIR: It is part of the general freight 
rates investigation the Board is now conducting under 
PC s1487. 

MR PRAWLEY: Who said it was part of it? 

THE CHAIRMAN: I am asking, when was the last 
time that the Board's attention was called to this? 


MR FRAWLEY: Q@. Can you answer that directly? 


THE CHAIRMAN: And by whom? 
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THE WITNESS: The Board's attention was called 
to it, sir, in connection with the 30% case, but Gainers 
have, not on the general matter but on a particular 
commodity, called the Board's attention to it in 1935. 

The Brock Western Company -- there was a case with the 
Board in which it was called to their attention in -- I am 
noursure of the datvevror whatucase, 

MR FRAWLEY’ In the late twenties, I think. 

MRE O'DONNELL: «vit 4387.38 C.R.C.. 326. 

MR SINCLAIR: 1931. 

THE WITNESS: We give the reference in this 
Drei. 

THE CHAIRMAN: Twenty-one years ago. 

MASRRAWLEY:= STheat ts? rlent, sirseand the: retien 
was refused at that time. 

MR O'DONNELL: But that very case was commented 
on in the 30% case, as your lordship will see, at page 51 


and following, under the heading "Competitive Rates" ¢; 


"Competitive rates as meet water, market, etc., 
competition have been under review in a great many 
eases. In Brock Co. (Western) Ltd. v. Can. Freight 
Ass'n 38 C.R.C.. 326 at pp. 333-4, it is stated:- 

'The Railway Act has express provisions per- 
mitting the establishments of competitive rates 
which will not be subject to the long and short haul 
clause, L.e., that ereater tolls shat not be charged 
for a shorter than for a longer distance over the 
same “bine in the same direction, 

'The Railway Act contains specific provisions 
authorizing a reduced charge on traffic handled to 
meet competitive conditions without necessitating 
corresponding reduction in normal rates, and it has 


been held in numerous decisions of the Board that 
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comparison as between competitive rates and normal 

rates is no evidence of the unreasonableness of 

normal rates per se,'" 
Then there are a number of other cases listed. 

THE CHAIRMAN: What is that you have been 
reading from? 

MR O'DONNELL: That is the 30% case, my lord. 
As late as that this whole series of cases was referred 
to and commented upon by the Chief Commissioner, and at 
pages 51 and 52 your lordship will find a number of those 
Cases listed. 

MR FRAWLEY: Well, I think that answers your 
lordship's question: They just do nothing for us, that is 
all. 

MR O'DONNELL: They"don't do nothing for you"; 
they review it and say that the situation is justified; 
that is all they do. They say you have no case, 

MR FRAWLEY: In a word, my lord, we must have a 
- new statute, and that is why we are here before this Com- 
mission. 

Qs MeviudarrLesy can your finish what you nave? 

I see you have only a few more pages. Can you get through 
the rest of your brief, coming to page 63, paragraph F or 
section H? 

A. “Yes. .In section F we just discuss very briefly 
the attitude of the Canadian railroads and the long-and- 
short-haul rule. In particular I would wish to draw the 
attention of the Commission to the statement which we 
record at page 67, which comes from paragraph 48 of the 
Canadian Pacific Railway's outline submission, where they 
State: 

"When a railway, by reducing a rate to meet 


competition, secures or retains some remunerative 
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traffic that it would not otherwise handle, there 

is benefit both to the shipping public and to the 

railway." 

Q. Now, do you think, Mr. Harries, that the 
shortest way for you to comment upon that is maybe to read 
the paragraph you have on page 67? 

AY Nese 2vGuink iso. 

Q. Perhaps you would do that. 

A. This is not by any means a certainty; from my 
reading of the railway position, this is one of the 
anchors, and I don't want to say that it is in Rand, tout cb 
would like to say this, that the character of the traffic, 
the lines of road--- 

THE CHAIRMAN: You were going to read that; if 
you are anxious to finish before--- 

MR FRAWLEY: Q. Everything you want to say 
about that Canadian Pacific comment is there on page 67? 

m erithateisarviene: 

Q. Now, you have a summary on page 68; could you 
summarize that for the Commission, please? 

THE CHAIRMAN: That is a summary 4tselt. 2snmic 
it? 

MR FRAWLEY: That is a summary, yes, Ser. 

THE WITNESS: It is rather difficult to sum- 
rarize a summary. 

MR FRAWLEY: Q. Yes, that is true. Well, this 
concludes your comments on the Canadian experience with 
regard to the long-and-short-haul rule? 

A. Yes. Can we take that as read in here? 


MR FRAWLEY: That can be taken as read, very 


well, sir. 
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G. Summary of the Canadian Experience with the Long-and- 
Short-Haul Rule. 

From the foregoing analysis it is apparent 
that long-and-short-haul discrimination has been a con- 
tinuing characteristic of the transcontinental competitive 
commodity freight rate structure. 

The reason for this obnoxious form of local 
discrimination has not been the same throughout its 
history. At first justification was sought mainly in 
American railroad competition, later in water competition, 
and finally in potential water competition. During the war 
period the Wartime Prices and Trade Board regulations pro- 
tibited rate increases of any kind. Overlaying, and fre- 
quently superseding these specific reasons market competi- 
tion has been a continuing and subtle factor. 

The effect of this discrimination has fallen 
with greatest force upon Alberta where the absolute and 
relative effects have been significant. It is submitted 
that the disadvantages arising from long-and-short-haul 
discrimination far outweigh any real advantages that might 
be claimed, 

The Board of Transport Commissioners have ex- 
hibited in this matter a negative attitude. Nowhere can we 
find evidence to indicate that the Board or its officers 
have made an adequate attempt to analyze the competitive 
factors involved or to sufficiently weigh the relative 
advantages and disadvantages to the railways and to the 
intermediate points of the lower terminal rates. 

It is our submission that the foregoing analysis 
indicates the necessity for a new approach to long-and- 
short-haul discrimination and speifically as it is found 
in the transcontinental rate situation. In as much the 


same problem has been of concern to shippers, railroads 


o> 7) 


(Ct sae mora 
airs 7% : 

: 

fury ct. ene ieee Bris moa c Pt 


onl , 


fatieetvanwarnet® oxtt “ko sdoncedel- gemuenttit 


eee, aw : 
= - ‘ ee ‘Yy : . ign - mm ms 
=m, , : ° ¢ , 4. acre Sey =? “| 


sausts | 


qixia ot orasans to 


-11975- Mr, Harries 


and governments in the United States it is now our inten- 
tion to present a statement of the American experience. 
MR FRAWLEY: I will call Professor Locklin. 
THE CHAIRMAN: After other interested parties 
are through with Mr. Harries, we go on to the American? 
MR FRAWLEY: We will do that immediately, sir, 


and withhold the cross-examination. 


---The Commission adjourned at 1:00 p.m. until 2:45 p.m. 


——— ew ow ee oe 


(Page 11980 follows) 
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AFTERNOON SESSION 


Wednesday, December 7,1949. 


ane, CHATHMANS” Yes, "MPs Sinclair. 

MR. SINCLAIR: This morning, my lord, you asked 
about loadings for Europe from Vancouver, and loadings 
from Europe at Vancouver. 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: What I propose to do is to make up 
a table for your lordship and the Commission as soon as I 
obtain the information, some of which I have to get from 
Montreal and Vancouver. Then I will file it with the 
Commission, if that will be satisfactory. 

THE CHAIRMAN: Thank you very much. 


MR. FRAWLEY: I call Professor Locklin. 


PROFESSOR D.P. LOCKLIN, called. 

MR. FRAWLEY: GO. 'Your name 18D.) Philip Lockling 
A Yes. 
Q@. And you reside at Urbana in Illinois? 
A Yes. 

Q. And you are Professor of Economics at the 
University of Illinois and have been since 1941? 

Ay ses. 

Q. And you served as principal transportation 
economist with the Interstate Commerce Commission in 1935? 

A. Yes. 

Q. And you have served as consultant to the following 
government agencies in the United States: Netional 


Resources Committee? 


A. Yes. 
Q@. United States Maritime Commission? 
A. Yes. 
Q. National Resources Planning Board? 
A. Yes. 
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Q. And you were Director of Interterritorial 
Freight Rate Studies for the Board of Investigation 
and Research in 1942 and 1943? 

Aa Leos sir. 

Q. And you are the author of "Regulation of 


Security Issues by the Interstate Commerce Commission", 


that work being published in 1927? 

Av Resa chats 

Q. And you are the author of "Railroad Regulation 
Since 1920", that having been published in 1928? 

An TehCS5,45hI% 

Q. And you are the author of "Economics of 
Transportation", the third edition of which was published 
in 1947? 

Pe erie eS o59-Wln 

Q,. Then, Professor Locklin, you were retained by 
me, acting as counsel for the Province of Alberta before 
this Royal Commission, to collaborate in our submission 
in respect, to. the) long andishort haul rule? 

Aivcii eh OB (ders 

Q. And you are responsible for Pert III of this 
submission, beginning at page 69? 

hin nl CSs. S17. 

Q@. And that submission contains an endeavour to 
outline for the Commission the American experience in 
the long and short haul rule? 

A. .Yes»s 

Q@. Now then, without any further preliminaries, 
would you please proceed to put the submission into the 
record? 

A. In Pert III, at the beginning, I point out that 
we describe the process by which long and short haul 


discrimination was largely eliminated from the 
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transcontinental railroad route structure in the United 
States. 

You will notice down towards the bottom of 
‘page 69 I have divided the history into five periods. 
The first period is from 1887 to 1897, which is the 
period from the enactment of the Act to regulate com- 
merce to a court decision in 1897 which virtually 
nullified the long and short haul clause. 

The second period, from 1897 to 1910, is a 
period during which the long and short haul clause was 
not particularly effective. 

The third period from 1910 to 1918 1s a period 
from the restoration of the effective long and short 
haul clause up to a time when transcontinental railroad 
rates were adjusted so as to eliminate long and short 
haul discrimination in large part. 

The period from 1918 to 1932 is one in which 
there was some attempt to restore long and short haul 
discrimination in the transcontinental rate structure. 

The period from 1932 to the present time is just 
the recent period in which there have been very few 
changes of interest in connection with this submission. 

Q. Now, Professor Locklin, at the present time at 
understand there is no discrimination, no long and short 
haul discrimination in the transcontinental rate structure 
in the United States? 

A. It would be incorrect to say "no discrimination, " 
but there is very little. 

Oy "There is very Litvic, and what you have done in 
this brief is to tell the story to the Commission of how 
that situation evolved? 

A; “Yes. Beginning on page 70 there is a dis- 
cussion of the first period, and I shall read a portion 
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A. The Period from 1887 to 1897 
The period from 1887 to 1897 was dominated by 
the interpretation placed upon the long-and-short- 
haul clause (section 4 of the Act to Regulate 
Commerce) as it was originally enacted. That clause, 
as enacted in 1887, provided 
"That it shall be unlawful for any common 
carrier subject to the provisions of this Act 
to charge or receive any greater compensation 
in the aggregate for the transportation of 
passengers, or of like kind of property, under 
substantially similar circumstances and con- 
ditions, for a shorter than for a longer distance 
over the same line in the same direction, the 
shorter being included within the longer 


AvcstianOO hava «as 


MR. EVANS: I have not got the early Act. I 
wonder if the witness could complete the quotation. 
see there are dots, showing something is left out. 

MR. FRAWLEY: We would be glad to put that into 
the record. 

THE WITNESS: I have not got it here, but I 
do have the complete Act in its present form. 

MR. EVANS: I have that, too. But I wonder 
what the old form of this section was. 

THE WITNESS: We shall endeavour to supply it. 

The Commission was empowered "after investiga- 

tion' to make exceptions "in special cases" and 
"to prescribe the extent to which such designated 
common carrier may be relieved from the operation 
of this section of this Act." 

For the purpose of this analysis the 


important question is what circumstances created 
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such a dissimilarity of conditions and circume- 
stances at through and intermediate points as to 
make it not unlawful to charge more for the 
shorter than for the longer haul without the prior 
approval of the Commission. 
Perhaps I ought to say that when I use the word "Com- 
mission" in this brief, it refers, of course, to the 
Interstate Commerce Commission. 

This question came before the Commission in 
1887 in the proceeding known as In Re Louisville 
and Neshville Railroad Co., 11.C.C. 31, and 
later in Railroad Commission of Georgia v. 

Civde Ovesmisnip ll «es > Deere, oer rege) sine 
position taken by the Commission in the Furey of 
these cases was reaffirmed and stated concisely 
in the second. In the words of the Commission, 
"The competition of carriers subject to the 

Act with carriers not amenable to its provisions 

plainly constitutes dissimilar circumstances and 

conditions which justify a reasonable departure 
from the rule of the fourth section if the 
competition be actual and controlling in respect 
tO traific important in amount." 

"This includes", the Commission went on to say, 
"the competition of independent water lines, 
independent stete railroads and foreign railroads, 
where they have not so connected themselves with 
the carriage of interstate traffic as to thereby 
become subject to the Act,’ (5 1.070, 327, 391). 
The reference to "state railroads’ is to railroads 
operating a line lying wholly within a particular 
State of the United States. The foreign railroads 


referred to were obviously Canadian roads. 
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Cases involving long-and-short-haul discrim- 
ination in the transcontinental rate structure 
which came before the Commission in the period 
from 1887 to 1897 were considered in the setting 
which we have described, namely, that if through 
rates were controlled by competition of carriers 
not subject to the Commission's jurisdiction, and 
such competition did not operate at intermediate 
points, the through and local traffic was not 
being handled under substantially similar circum- 
stances and conditions, and hence there was no 
violation of the long-and-short-haul clause. 

After the decision of the Commission in the Clyde 
Steamship Co. Case, above mentioned, no circum- 
stances alleged to justify departure from the 
long-and-short-haul principle, other than those 
mentioned in that case, would be recognized by the 
Commission as justifying departure from section 4 
without specific authorization of the Commission. 

Since justification of most seeming departures 
from the long~and-short-haul clause in the trans- 
continental rate Gee was alleged competition 
by water for the through business, the Commission 
was called upon in several cases to determine 
whether such competition really existed, and whether 
or not it was a controlling force depressing the 
through rates below a normal basis. We will now 
consider briefly the cases involving this question 
which came before the Commission in the period 
from 1887 to 1897. 

I shall not read all of these cases, but I would like 
to direct your attention to two or three, very briefly. 


is 
The first one mentioned / Martin v. Southern Pacific Co. 
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© -T.¢.0. 1 (1888). I then point out that although that 
case involved only rates from San Francisco to Denver as 
applied from San Francisco to Kansas City, the railroad, 
by implementation of that decision, proceeded to make some 
revisions in their transcontinental rates other than were 
informally before the Commission, and the Commission felt 
disposed to comment on what the railroads had done. And 
that is referred to in this second proceeding: In Re 


Tariffs of the Transcontinental Lines. And the Commission 


commended the carriers for bringing some rates into line 
with the long and short haul clause, but pointed out that 
they had not completely succeeded in doing so by any 
means, and that there were many violations in the new 
tariffs. And it commented that these violations were 
partially obscured by the fact that through rates were 
not published in the same tariffs as the intermediate 
point rates. 
Then I briefly refer to the next case on page tax 
Rice v. Atchison, Topeka and Santa Fe Railroad Co., 
Tole, 228 C1800).  \THISs ts a case In which no 
violation of section 4 was found; whereas the first 
case I mentioned was one in which a violation was found. 
In this case complaint was made that the rates 

charged on petroleum and its products from various 

eastern points to Pacific Coast terminals were 

lower than to intermediate points. The case was 

tried on the basis of section 4 only. Rates were 

90 cents per hundred pounds from points east of 

the 97th meridian of longitude to San Francisco 

and other Pacific Coast terminals. To intermediate 

points west of the Missouri River the rates increased 


with distance until they equalled the 90-cent rate 
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to the Coast plus the local rate back from the Coast. 
Justification of the lower through rates was sought on 


the basis of water competition, principally by clipper 


ships around Cape Horn. The carriers showed that actual 
competition existed. No violation of section 4 was 
found. 

Now I shall go over to the summary of this 
period, which is to be found on page 76. 

Summary : The above cases, decided between 1887 
and 1897, warrant the following general conclusions: 

1. The long-and-shortehaul clause as enacted in 
1887, brought about some readjustments in transcontinental 
rates which eliminated some instances of higher charges 
at intermediate points than applied for the longer 
through distances. 

2, Notwithstanding these modifications of the 
transcontinental rate structure higher rates for shorter 
than for longer distances continued to characterize the 
rate structure. 

3. The instances in which the Commission con- 
sidered that higher charges at intermediate points were 
justified were instances in which real and controlling 
competition by water carriers ‘was found CO°exist for 
the through traffic and not for the traffic at inter- 
mediate points. 

4. The instances in which the Commission found 
the rates to be in violation of section 4 were instances 
in which the water competition alleged to justify the 
lower through rates was not considered by it to be a 
controlling force. 

THE CHAIRMAN: Q. To go back now to paragraph l, 
where you say --- "some readjustments in trans- 


continental rates which eliminated some instances of 
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higher charges. . ."; what was done? Were the inter- 
mediate charges lowered, or were the long haul charges 
raised? 

A. I could not answer your question without going 
back to the cases, and even then I am not sure that I 


Could Lind tore. 


THE CHAIRMAN: And you do not know, Mr. Frawley? 

MR. FRAWLEY: No, sir. This is the research we 
have done. We could have directed ourselves to that 
particular point, it being a much earlier stage. 

THE CHAIRMAN: All right. 

THE WITNESS: I come now to the period from 
1897 to 1910, and this is where we get into some legal 
questions. 

B. The Period from 1897 to 1910. 

During this period efforts to bring about the 
removal of seeming long and short haul discrimination 
4n the transcontinental rate structure were blocked by 
the interpretation placed by the courts upon section 4 
of the Act to Regulate Commerce. Three important 
Supreme Court decisions relating to this matter were 
Interstate Commerce Commission v. Alabama Midland 
Railway Co., 168 U.S. 144 (1897); Louisville & Nashville 
Railroad Co. v. Behlmar, 175 U.S. 648 (1900); East 
Tennessee Virginia & Georgia Railway Co. v. Interstate 
Commerce Commission, 181 U.S. 1 (1901). 

You will notice that the first one was 1897. 

Two points were established by these decisions, 
as follows: (1) competition of whatever type (not 
merely competition with carriers not subject to the Act) 
which existed at the through point and not at the inter- 
mediate points created such a dissimilarity of circume- 


stances and conditions that the prohibition of higher 
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charges for shorter than for longer hauls did not apply; 
(2) the carriers could in the first instance determine 
for themselves whether conditions and circumstances were 
dissimilar or not at the through and intermediate points, 
and they need not therefore wait for the Commission to 
grant them relief from the operation of section 4 before 
charging higher rates at intermediate points than applied 
at through points where they believed circumstances and 
conditions to be dissimilar. 

It was the view of the Interstate Commerce Com- 
mission that this interpretation of section 4 rendered 
it a nullity. Ceses involving long and short haul dis~ 
crimination in transcontinental rates that came before 
the Commission between 1897 and 1910 were decided in the 
setting created by these court decisions and the inter- 
pretation placed upon them by the Commission. For state- 
ments of the Interstate Commerce Commission setting forth 
its view that section 4 had been rendered a nullity see 
City of sSpokane veuNorthern Pacifica Ryui C0 spp elt. 0.8. 
400, 409 (1911); I.C.C., Annual Report,(1897), p. 42; 
Administration of the Fourth Section, 87 1.C.C. 565, 564 
(1924), 

During the period under consideration (1897-1910) 
there appears to have been but one case involving trans- 


continental rates in which the Commission found the rates 


to be in violation of section 4. 

You will notice I have some references to sub- 
stantiate the statement I made that the Commission con- 
sider that these decisions had rendered section 4 invalid. 

During this period there was only one case 
involving transcontinental rates which came under 
section 4, and that is the case referred to next here, 


but which I shall not take the time to describe. 
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Q. You mean the case of Kindel v. Atchison, 
Topeka & Santa Fe Ry. Co. 8 I.C.C. 608 (1900) ana 
911.0. 0, 606; (1903) ? 

A. That is right. There were numerous cases, 
however, before the Commission involving transcontinental 
rates. 

Coming now to the middle of page 78, I say: 

Such relief as intermediate points obtained 
from discriminating rates during this period came 
principally from findings that the higher rates at 
intermediate points were unreasonable per se under 
section 1 of the Act, rather than from the finding 
that the rates were in violation of section 4. 

I refer to two minor cases and four major cases 
in which that method of dealing with the situation was 
used. “Ande Itami ehtrisaynthat this; footnote: at, theybottom 
of page 78 explains what section 1 is. 

"Section 1 provides that charges shall be 

'just and reasonable', and that all ‘unjust and 

unreasonable! charges are unlawful." 

THE CHAIRMAN: Have we not a similar rule either 
in our Railway Act or in any promulgation by the Board? 

MR. FRAWLEY: You mean by our Board? 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: I shall read from section 1 of 
the Interstate Commerce Act, at subsection 4: 

"(4) It shall be the duty of every common 
carrier subject to: this part to provide and 
furnish transportation upon reasonable request 
therefor, and to establish reasonable through routes 
with other such carriers, and just and reasonable 
rates, fares, charges, and classifications 
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applicable thereto; . . 
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MR. EVANS: What section are you reading? 
MR. FRAWLEY: Section 1, subsection 4. 

a . and it shall be the duty of common 
carriers by railroad subject: to. this:pant to 
establish reasonable through rates with common 
carriers by water. « ." 

Then subsection 6 also is an elaboration of just and 
reasonable requirements: 

"(6) It is hereby made the duty of all common 
carriers subject to the provisions of this part to 
establish, observe, and enforce just and reason- 
able classifications of property for transporta- 
tion siwitth, meferencs: to rates, itariftia joi se! 

And then, the prohibition, my lord: 


". , . and all other matters relating to or 


connected with the receiving, Hal eer eee trans- 
porting, storing, and delivery of property subject 
to the provisions of this part which may be 
necessary or proper to secure the safe and prompt 
receipt, handling, transportation, and delivery 
of property subject to the provisions of this 
part upon just and reasonable terms, and every 
unjust and unreasonable classification, regulation, 
and practice is prohibited and declared to be 
unlawful ." 
MR, FRAWLEY: Are these, generally speaking, 
the provisions which you have in mind, there, 
Professor Locklin? 
hq Well, wyes,- di think soy. 
THE CHAIRMAN: And these provisions are still 
in the statute? 
MR. FRAWLEY: Yes. 


THE WITNESS: I think it was stated much more 
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concisely and simply, originally. 

THE CHAIRMAN: I wanted to know if we had 
anything similar in our Railway Act. 

MR. EVANS: Yes, sir. There is section 330. 
Under that section 330 the standard tariffs must be 
approved by the Board, and no charge can be made until 
a standard tariff has been filed and so approved. 

Now then, that would be the beginning of the 
question of reasonableness. And then, under section 
325 the Board may disallow any tariff or any portion 
thereof which it considers to be unjust or unreasonable 
or contrary to any of the provisions of this Act. 

THE CHAIRMAN: That is the way we arrive at it? 

MR. EVANS: Yes. 

THE CHAIRMAN: Very well. 

THE WITNESS: On page 81 I shall read the 
summary of events of this period. 

summary. It will be seen from the cases described 
or referred to which occurred in the period from 1897 
to 1910, that, with one exception, such reductions in 
the discrepancies between rates at inter-mountain- 
territory points and those applying on the longer hauls 
to the Pacific Coast came largely as a result of 
findings that the rates at intermediate points were 
unreasonable in themselves under section 1 of the 
Act to Regulate Commerce and not as a result of 
application of the long and short haul clause which 
had become almost entirely ineffective as a result of 
judicial interpretation. It will also be observed that 
discrimination against inter-mountain territory, 
although somewhat reduced in amount, was not eliminated. 

MR. FRAWLEY: @Q. Could you give me just an 


approximate idea of what you call inter-mountain- 
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territory, and what the area is? 

A. That is a term which is generally meant to 
designate the territory lying between the Rocky 
Mountains and the Pecific Coast area. 

Q. ‘The coastal range and the coast area? 

A Yes. 

Q. Now then, section C. 

A C. The Period from 1910 to 1918. 

By the Mann-Elkins Act of 1910 Congress amended 
the long and short haul clause by striking out the 
qualifying phrase "under substantially similar circum- 
stances and conditions" which, as previously shown, 
made the prohibition of higher charges for shorter than 
for longer hauls inapplicable if competition of any 
type applied at the through points and not at the 
intermediate points (pp. 77-78 supra.) Under the 
amended section 4 higher charges for shorter than for 
longer hauls over the same line, in the same direction, 
the shorter being included within the longer distance, 
were prohibited unless the Commission in a proper 
proceeding had granted relief from the prohibitions 
of the section. No longer was it possible for the 
carriers to allege a dissimilarity of conditions and 
circumstances at the through and intermediate points 
such as to make the prohibition of the section 
inapplicable. As Commissioner Lane said: "Congress 
has taken from the law an embarrassing modification of 
the prohibition against the higher charge to the 
intermediate point.” 21 1.¢ C. 329, 342 (1911). In 
another place Commissioner Lane said: 

"| Congress intended that the law should say 

that, as a general rule, there should be no lesser 


charges to the more distant point, but it was not 
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willing to say that there should not be some 
exceptions to this rule. The railroads, however, 
were not to make these eeceptions. themselves’, 
Such exceptions were to be made only upon petition 
to the Commission upon public justification being 
SHOWN bs) aD eno oo is 

Skipping a paragraph we note that: 

It will be seen from the preceding comments 
that the Commission, after the 1910 amendments to the 
Act, was in a position to take more effective action 
in eliminating long and short haul discrimination from 
the rate structure. We may now turn to a consideration 
of the application of the revised section 4 to the 
transcontinental rate structure. 

I then proceed to discuss the cases during 


this period. 


(Page 12000 follows) 
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THE WITNESS: I would like to point out that the 
next series of cases, of which there ware two, l.e., 
two decisions, eech decisions involving two proceedings 
were important in thet the Commission set up a zoning 
system in order to keep the discrimination against 
inter-mountain territory from existing on traffic which 
was not particularly subject to competition or which the 
discrimination varied somewhat according to the degree 
of the competition, and I will instance that, by reading 
a little bit on page 83. This case involved a large 
number of commodity rates from the east to intermediate 
points es compared with the rates through to the coast. 
The zoning system is described down here where it says 
bee 5) ee Lous 
"(1) On traffic originating on and west 
of the Missouri River the rates to intermediste 
points were not to exceed the rates contemporaneously 
in effect to coast terminals." 
That was because it was considered not to be in 
effective water-competition. That was known as Zone l. 
"(2) Traffic originating at Chicago and 
between Chicago and the Missouri River might move 
to intermediate points under commodity rates which 
were 7 per cent higher then were applied on Crarric 
from the same origins to the Pacific Coast." 
That was known as zone ec. | 
"(3) From points east of Chicago to and 
including Pittsburgh." - 
Theat is, on-the' origin territory -== 
"the pates to intermediate points might 
exceed the rates to the Pacific Coast by 15 


per cent." 
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That was zone 3, 


"(4) From New York end Trunk-Line Territory, 
where water competition was most compelling, the 
discrimination against intermediate points might 
be as great as 25 per cent." 

Q@. In other words, the territory was zoned in 
accordance with the strength of the water competition? 

A, Yes, iI might say that on page G4 this case is 
described a little bit further. 

It will be seen from this group of related cases, 
decided in 1911, that the Commission was teking active 
steps to reduce long-and-short-haul discrimination on trans- 
continental rates to such as could be Justified by the exis- 
tence of water competition. Even here, however, the 
Commission was conservative in its revision of the rate 
structure, for it allowed some discrimination against inter- 
mountain territory on traffic originating as far west 3s 
Chicago. In so doing the Commission said: 

"It is fairly established that the influence 
of water competition dees not cease at the Pittsburgh- 
Buffalo line, but extends westwerd as to certein 
particular commodities, and doubtless for some distance 
west of Pittsburg the carriers may properly make 
rates which will prevent the movement eastward to the 


séaboard instead of westward over their lines, but we 


LOOK venir throughout the records of this Commission 


Lorin) years to Tind any ibat tho most fragmentary 
evidence thet sea competition extends to Chicago." 


Nevertheless, the Commission permitted some dis- 
criminetion against inter-mountain berritory: ont traffic 
from Chicago. In authorizing rates from Chicago to 


intermediate points, the Commission said, 
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"We desire to be oxtremoly conservative in this 

the first application of the new law." 

The next casc I will not read except to point out 
that the decision in the case I just described was ap= 
pealed to the courts, and hence the rates wore not made 
effective. It was not until June 13, 1914 that this 
litigation was terminated by the decision of the Supreme 
Court of ths United States upholding the orders of the 
Commission, and I have the citation to that decision. 

Meanwhile the Panama Canal had beon opened, and 
now the carriers sought a postponement of the Commission's 
orders requiring a revision of the transcontinental rates; 
particularly with respect to a list of commodities desig- 
nated as Schedule C commodities - using the United States 
pronounci26182 that word - on which water competition 
was particularly strong and on which the railroads in this 
case were seeking further fourth-section relief. 

The Commission did modify this zoning order of 
1911 to permit a greater amount of discrimination on the 
conmodities listed in Schedule C. 

The situation is explained a little further on the 
next page, so I will read a portion of that; that aye: 
page cighty-six. 

after this docision of the Commission threes groups of 
commodities existed on which commodity rates wre published 
from eastern origins to the Pacific Coast and to intermediate 
points, and the extent of fourth-section relief gr.nted to 
permit lower rates to the Pacific Coast than to intermediate 


points, differed on each group. As doseribod later by the 


Commission, Schedule A commoditics consisted of commodities 
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which originate in territory so far removed from the 

Atlantic seaboard as to make their transportation 
by water unlikely." This list included about 100 
items, among which were threshing machines, agricul- 
tural implements, vehicles, many furniture items and 
fragile articles, wheat and flour. On these items 
rates to the Pacific Coast were not lower than to 
intermediate points. Schedule B commodities included 
about 350 items which were somewhat adapted to water 
transportation. This list was subject to the zoning 
limitations of “9911, and as 1 repeat those ‘zoning 
limitations, I will not repeat them now. This list 
included certain kinds of agricultural implements, 
baking powder, bottles, brass and bronze goods, 
Certain mixtures of \canned goods, carpets and rugs, 
 Glothing, dried fruits and vegetables and numerous 
Ootner articles. Schedule C commodities, as already 
indicated, were articles which originated in large 
volume On Or near the Atlantic: seaboard and were 
ehh bata y adapted to water transportation. The 
list included about 90 items, when shipped in carloads, 
including certain kinds of canned goods, many iron 
articles, nails, bolts, nuts, washers, bar iron, sheet 
iron, structural iron and steel, many paper articles, 
pains, soap, wire, rope, 2nd telephone wire. On 
these articles a greater amount of discrimination 
against inter-mountain territory was permitted than 
authorized by the zoning orders of aol. 

MM SION EUS : Q. To what extent was the Commission 
preventing the railways from doing something that they 
would have a financial interest in doing? Would it 
have been to their advantage to give a lower rate to 


the Pacific Coast than to the intermediate point? 
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A. We certainly would think not unless the 
articles were subject to water competition in reality. 

2. You mean, unless the Commission were mistakert 

Be sves , Unet is. nient.. 

Q. Was there any possibility that the railways 
were trying to compete with each other under the guise 
of competing with water competition ? 

A.» Udo Mot. know... see, norindication, that that 
was so, but it might have been. 

THE CHAIRMAN: 9. Well, did they have the same 
rates for the same distances, the different railways, 


I mean? 


(Page 12008 follows) 
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A. Oh, yes, yes; these transcontinental rates 
would apply over “many routes. ; 

Now, down at the bottom of page 87 I point 
out a new development which occurred. 

Owing to the closing of the Panama Canal for 
several months in 1915 and 1916, and the diversion of steam- 
ships from intercoastal service to foreign trade service 
pecause of the European war, the inter-mountain territory 
interests petitioned the Interstate Commerce Commission Tox 
a reopening of the various cases in which fourth-section 

relief had been granted on transcontinental traffic. As a 
result of this proceeding the Commission found that effective 
water competition between the two coasts had ceased, and 


that there was little likelihood that the situation would 


change in the near future. Since the fourth-section 


relief granted to the transcontinental rail lines on 
Schedule C commodities in 1915, and later on certain iron 
and steel articles, had been based on the intensification of 
water competition which followed the opening of the Panana 
Canal, and this competition had now ceased to exist... che 
Commission rescinded its former grant of additional fourth- 
section relief on Schedule C commodities and on certain 
tron and steel articles, and required conformity with the 
zoning limitations established in the LOLlieproceedings.. 

THE CHAIRMAN:Q.What effect did that decision 
have on the through rate then? Did it bring it up? This 
is all a question of percentages. That. is the same ques- 
tion I asked earlier, you see. 

A. In this case again I could not say. In the next 
I can show what happened after fourth-section relief was 
aenteds 

The next case that I read from or about is 


Transcontinental Rates, in 1917, referred to at the bottom 
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of page 88 ; 

This case was a reopening of all fourth-section 
applications relating to rates on commodities from eastern 
ene territories to Pacific Coast ports and intermediate 
points, and of applications respecting rates on various 
eastbound products from California to Atlantic ports. The 
Commission found that "the present service by water between 
the two coasts of the United States is infrequent, sporadic, 
and irregular" (p.343), and that there "is no competitive 
necessity by reason of water service between the two coasts 
which warrants the rail carriers in maintaining, under pre- 
sent circumstances, lower rates to the Pacific Coast than are 
normal and reasonable or lower than to intermediate points.” 
(p. 243). All fourth-section relief was withdrawn. 

That, then, is the case in which long-and-short- 
haul discrimination was eliminated from the transcontinental 
FrateisEructure, 

THE CHAIRMAN: Q. By putting the long haul rate 
up? 

A. LOTS pointed tout sonathe nextvpacge,; I believe, 
where the next case is discussed, that--- 

MR FRAWLEY: Yes, you have it discussed at the 
top of page 90. 

THE WITNESS: “Yes that tie caryviers complied 
with that order denying fourth-section relief or raising the 
terminal rates to the level of the highest intermediate 
point rates in some instances to slightly more than the 
intermediate point rates, and those rates became effective 
on March 15, 1918. 

THE CHAIRMAN: Later on, not today, we may dis- 
cuss whether or not such a remedy would be satisfactory to 
you, Mr. Frawley. 


MR FRAWLEY: We may discuss it, yes, sir. 
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THE CHAIRMAN: Whether the remedy of putting 
the long haul rate up would be a satisfactory solution 
for you to this discrimination. 

MR FRAWLEY: Well, it would remove the discrim- 
ination. 

THE CHAIRMAN: Yes, it would. 

MR FRAWLEY: It would remove the discrimination, 
but that is not the plan I have’ in mind. JI have in mind 
that the carriers should be permitted to violate the 
fourth sécthon: 

THE CHAIRMAN: Never mind arguing it now. I 
am just pointing out as we go by that here we have a case 

in point where the discrimination was removed by putting 
the terminal rate up. 

MR FRAWLEY: In studying this evolvement that 
is very important to note, sir, no doubt about that. His - 
torically it is important. 

COMMISSIONER INNIS:Q.None of these intermediate 
point rates were lowered? 

THE CHAIRMAN: Apparently not. 

THE WITNESS: I beg your pardon? 

COMMISSIONER INNIS: 2. None of these inter- 
meidate point rates were lowered? 

heooubhthink moty by what twas “sald here. 

MR EVANS: In order to keep the record clear, 
there was one case. The paragraph just read indicates that 
the rates at the terminal points were slightly more than 
at the intermediate points. I do not know whether this is 
what you had in mind. 

THE WITNESS: Yes, as a result of the change. 

TI would like to go back to this case on page 
89 a little bit further to comment on it. 


MR FRAWLEY: @. Yes, you were on 89 when you 
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went over to page 90. 
A. Near the top of page 89: 

The Commission recognized that water competi- 
tion would undoubtedly become effective again at a later 
date, and that fourth-section relief might again become apPp- 

ropriate. Anticipating this situation, the Commission 
sabds 

"We are of the opinion that the best interests 

of the sublic “ot -the transcontinental carriers, and 
of these inter-mowtain cities in particular, will 
be secured by a policy that permits the transcontin- 
ental carriers to share with the water lines in the 
traffic to and from the Pacific coast porta.” 

The Commission cautioned, however, that any 
lower rates to the ports, when they became necessary, "mus t 
not be lower than the competition of the boats makes 
necessary, and must be high enough to cover, and that by a 
safe margin, actual out-of-pocket costs of securing and 
handling the traffic." (p..:268). In view of the fact that 
effective water competition was now absent the Commission 
required a readjustment of rates in conformity with the 
long-and-short-haul clause. Commissioner Harlan dissented 
on the grounds that the absence of effective water compet- 
ition through the Panama Canal was temporary, and that the 
transcontinental rates should not be disturbed as a result 
of such a temporary condition. 

This case is of interest in three important 
repects. (1) The Commission required, for the first time, 
that all transcontinental rates be brought into conformity 
with the long-and-short-haul clause; (2) the decision was 
based on the absence of controlling water competition, a 
situation admitted to be temporary in character; (3) the 


report indicated the pelief of the Commission that if and 
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when water competition should again become effective, 
fourth-section relief to enable the railroads to lower 
their rates to and from the Pacific Coast terminals without 
reducing them at intermediate points in inter-mountain 
territory might again be justified. 

Then I summarize the cases in this period. 

I think, since I have been over these particular cases, 
4% will not be necessary to read that summary... 
Then we come to the period from 1918 to 1932. 
MR FRAWLEY: Might I interrupt you, Professor 
. Locklin? I just want to put into the record, before we 
get too far away from it, the fourth section as it was in 
1887, because my friend Mr. Evans requested it. I take 
4¢ that Mr. Evans does not particularly wish me to read it 
all, but I would hand it to the reporter and have it 
written into today's transcript at this piace. 

MR EVANS: Mr. Frawley, if it would not be 

too long, you might read the words that are left out there. 

MR FRAWLEY: It is more than half Gina Co Dili 

as it will only take a minute or So, perhaps I had better 
read it from the beginning: 

NSE Ceauth That it shall be unlawful for any 
common carrier subject to the provisions of this 
act to charge or receive any greater compensation 
in the aggregate for the transportation of passen- 
gers or of like kind of property, under substan- 
tially similar circumstances and conditions, Lor2 
shorter than for a longer distance over the same 
line, in the same direction, the shorter being 
included within the longer distance; but this 
shall not be construed as authorizing any common 
carrier within the terms of this act to charge and 


receive as great compensation for a shorter as for 
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a longer distance: Provided, howe ¥6r, That upon 
application to the Commission appointed under the 
provisions of this act, such common carrier may, 

in special cases, after investigation by the 

Commission, be authorized to charge less for longer 

than for shorter distances for the transportation 

of passengers or property; and the Commission may 
from time to time prescribe the extent to which 
such designated common carrier may be relieved from 
the operation of this section of this act." 

Q. Now we come to section D, on page 91. 

Aso lowild-read: the first paragraph: 

This period is characterized by one attempt to 
get lower rates from the east to points in inter-mountain 
territory than applied to the coast, and several attempts 
of the railroads to re-introduce fourth-section departures 
into the transcontinental rate structure. 

I think it will be unnecessary to comment on the 
first case, which was the unsuccessful attempt to get the 
rates graded according to distance, giving inter-mountain 
territory lower rates than applied to the coast. 

The next case, referred to on page 92, is a 
very significant case, so I will read a portion of this 
account: 

The return of water lines to intercoastal 
service in 1921 led the rail carriers to file an pplication 
with the Commission for ‘fourth-section relief on trans- 
continental traffic. It will be recalled that the denial 
of fourth-section relief in Transcontinental Rates, 46 
I.C.C,. 236, in 1917, was based on the discontinuance of 
water transportation via the Panama Canal, but that the 
Commission intimated that if water transportation should 


again become a reality, it would be appropriate for the 
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railroads to seek fourth-section relief once more. Water 
transportation through the Panama Canal had now been re- 
stored, and the Commission admitted that the competition 
was keener and the water service more efficient than at any 
vamenberore: thewar., 

The rail carriers proposed to reduce the rates 
from eastern points to the Pacific Coast without reducing 
rates at intermediate points. The railroads did not propose 
to reduce the rates sufficiently to divert much of any 
traffic originating at the Atlantic ports. From interior 
points, however, they proposed rates to the Pacific Coast 
which would approximate the rail rates from those points to 
Atlantic ports plus the water rates via the Panama Canal. 
For instance, the dollar rate proposed on iron and steel 
was 5 cents more than the rail rate of 35 cents from Pitts- 
burgh to Baltimore plus the water rate from Baltimore to the 
Pacific Coast of 60 cents. The differential represented 
thessuperiority of the rail service. Rates 80 arrived at 
were to be blanketed at all origins east of the point on 
which the rate was based, and also were to be blanketed west- 
ward and apply from all origins as far west as the Rocky 
Mountains. 

The Transportation Act of 1920 had amended sec- 
tion 4 of the Interstate Commerce Act by adding a require- 
ment that the Commission, in granting relief from section 
4, should "not permit the establishment of any charge to or 
from the more distant point that was not reasonably compen- 
satory for the service performed.’ The Commission in this 
case discussed the amendment of section 4 and formulated a 
definition of the phrase "reasonably compensatory". For a 
rate to be "reasonably compensatory’, said the Commission, 
it "must (1) cover and more than cover Ciet extra vor 


additional expenses incurred in handling the traffic to 
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which it applies; (2) be no lower than necessary to meet 
existing competition; (3) not be so low as to threaten the 
extinction of legitimate competition by water carriers3.... 

THE CHAIRMAN: That seems to give some sort of 
answer to the question I put the other day, as to what is 
meant by meeting competition. 

MR FRAWLEY®. Yes, it.'does, sir. 

THE WITNESS: And (4) not impose an undue burden 
on other traffic or jeopardize the appropriate return on 
the value of carrier property generally, as contemplated 
in_section 15a of the act." (p. 71). 

Now, in a footnote I explain what section 15a 
is, which required the Commission in prescribing rates to 
prescribe rates to enable the carriers as a whole, or as 
a whole in rate groups, to earn a fair return on the 
aggregate value of their property. 

I want to comment on the next paragraph, or 
read iit 

The rates proposed by the carriers in this 
case satisfied all of the foregoing criteria of ‘reasonably 
compensatory" except the last. The last condition is some- 
what vague, but in the case at hand the failure of (the 
carriers to satisfy this condition was based on the fact 
that collateral losses of revenue by the carriers would 
exceed the gains from the additional traffic carried. The 
Commission went to considerable length to show that since 
half the traffic covered by these applications was moving 
by. vailjat phe higher rates, the loss of revenue by carry- 
Smo this trattlouse reduced rates would more than offset the 
gain from additional traffic which might be diverted from 
the water carriers. 

Then I point out that there were some opner 


factors in that decision denying fourth-section relief, 
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The influence of section 500 of the Transportation Act of 
1920, which imposed some obligation on the Commission to 
foster and preserve both rail and water transportation, 
and also the influence of séction 3,’ the difficulty there 
being largely becamse of the extreme blanketing of the 
origin points, which was alleged to prefer middle-west 
Orle@ins Over Ofigins Turther east. 

Now, there were some exceptions In this denial 
of fourth-section relief. They ought to be noted, I think. 
They are referred to at the top of page 95: 

The first exception related to rates over the 
Southern Pacific's rail-water "Sunset -Gulf route”. 

hace a POUCe) On tae pracirwe Godse) tO .Lne 
Gulf ports, and then by the steamship company controlled 
by the Southern Pacific to New York. 

MR EVANS SQ)! ifhatG LS the “Gulf “ol Mexico porve 

ee hers 
The Southern Pacific was granted authority to 
maintain over this route, eastbound rates on asphalt, beans, 
canned goods, dried fruits and rice from Califormmia termin- 
als to New York City only, while maintaining higher rates 
to, from, and between intermediate points. 

Notice the reason for the exception, referred 
to here: 

In making this exception to the general denial 
of fourth-section relief the Commission said: "The prejudice 
found by us to exist by reason of the wide blanketing of 
rates under the general westbound application is not here 
present. The collateral loss of rail revenue there involved 
ts here negligible. We find that the rates proposed and 
the resulting charges will be reasonably compensatory." 

The second exception to the general denial of 


fourth-section relief was on sulphur from Louisiana and 
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Texas mines to California and north Pacific Coast 
terminals. 

It seems a little peculiar to call those trans- 
@mntinental rates, but they are so called. 

bh rave. of 55 cents to. California terminalis and 
65 cents to North Pacific Coast terminals was authorized 
to meet rail-water rates via the Gulf ports and the Panama 
Canal while higher rates were maintained to intermediate 
points. The Commission found that the proposed rates were 
reasonably compensatory and that collateral loss of 
revenue from the traffic hitherto moved by rail to the 
Gulf ports, was elient. (op. 976-79). Ina dater! case: 
however, the Commission denied an application to reduce the 
terminal rates by an additional 15 cents, holding that the 
lower rates were not shown to be "reasonably compensatory”. 

Then I skip over to page 96 and note the next 
Case, Commodity Rates ‘to Pacific Coast ‘Terminals. You 
will see what happened when the Commission denied fourth- 
section relief in the 1922 cases. L wih dust read une 
favs. Sentence or so: 

Following the decision of the Commission deny- 
ing fourth-section relief in Transcontinental Cases of 
1922, (74 I.C.C. 48), the rail carriers published the pro- 
posed reduced rates to the Pacific Coast terminals on many 
articles -- it does not say all, but many -- but, as was 
necessary because of the denial of fourth-section relief, 
observed them as maxima at intermediate points -- in other 
words, blanketed back the rates, as we commonly say. On 
certain articles, rates slightly higher than the proposed 
eee rates were published and also blanketed back to 
intermediate points. 

Then the case that is really described here 


was the second attempt of the carriers to restore long-and- 
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short-haul departures on transcontinental rates, but was a 


somewhat more limited or restricted application, but it 


was also denied, with three Commissioners dissenting. 


(Page 12020 follows) 
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MR. FRAWLEY: You note that at the bottom of page 97? 

A. Yes sir. There was a further attempt described on 
page 98 of the Southern Pacific to grant some additional 
fourth-section relicf on additional commodities over this 
POUL). 

THE CHAIRMAN: On page 97 I see the second paragraph 
there: "The Commission found that the proposed rates would 
more than cover the out-of-pocket costs of transporting 
the commodities by rail, and that with the exception of the 
rates proposed on ammunition they were not lower than 
necessary to meet competition. The Commission, however, 
denied relief". 

MR. FRAWLEY: Well, Professor Locklin discusses that in 
the next paragraph, which was not read. If you would read 
the very following paragraph. 

A. Refusal of the Commission to grant relief in this 
case seems. to have.been,. based on a.number, of considerations. 
Among these were doubts as to the additional traffic that 
would be diverted to the rail lines by the proposed reductions, 
particularly.in.view.,of the fact,that the water lines and 
Eastern railroads might make corresponding reductions in the 
rail-water rates from Eastern manufacturing points. That is, 
the Eastern railroads in this case were not with the Western 
railroads. The Eastern railroads. preferred to carry the 
traffic East to the ports for water transportation. "We should 
be convinced" said the Commission, "that the adjustment 
proposed will result in the substantial benefits which, its 
proponents anticipate." The loss of revenues to the Eastern 
railroads, if the Western railroads succeeded in diverting 
traffic, was noted; and mention was made of the Congressional 
Declaration of Policy in Section 500 of the Transportation Act 
of 1920 which declares it to be the policy of Congress "to 


promote, encourage, and develop water transportation, service, 
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and facilities and to foster and preserve in full vigour both 
rail and water transportation." The Commission also Suggested, 
as in Transcontinental Cases of 1922, that the reduction of 
rates from Middle-West Points might also create violations 
Sreoecrion's or’ the Act by ¢reating undue preference and 
prejudice. Again meaning that it was giving middle-western 
points lower rates than their geographic location might 
possibly entitle them to. 

COMMISSIONER ANGUS: If we may go back for one moment to 
page 96, when you tell us that the rail carriers publish the 
proposed reduced rates, does that-:mean that the rail carriers 
put into effect rates that the Interatate Commerce Commission 
had found were not compensatory? 

A. Well, I would assume that that was so if they reduced 
them as low as they had originally proposed and of that I am 
nor sure ? 

Q. Is not that what we are to understand from this, that 
the carriers published the proposed rates? Does that mean 
the rates originally proposed? 

A. That would seem to be such. 

THE CHAIRMAN: Those proposed rates are dealt with on the 
next page, I think "That they would more than cover the out- 
of-pocket costs of transporting the commodities by rail cP 

fe *¥Yes, “thet is*correct’, sir. They more than “cover the 
out-of-pocket expenses. 


Q. 


v 


In that case you would say they were compensatory? 

by Well, you see, they did not apparently conform to all 
the criteria of reasonably compensatory -- probably the last 
Doint abouts collateral loss of revenue but so far as their 
being compensatory in the sense of covering out-of-pocket 
expenses, they were compensatory. 

MR. FRAWLEY: You see, the note says at the top of page 96 


"The Commission said that it was extremely doubtful 
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tat ehere could be Much, <if cany,.profit.over, and 

above out-of-pocket costs in the proposed rates". 

THE CHAIRMAN: Of course the loss of revenues to the 
Eastern railroads if the Western railroads succeeded in divert- 
ing, the@eprantiic? 

AG Yee; 

Q. Because there it is different railroads and groups 
efiraLilrssaas? 

MR. FRAWLEY: Over there,and that is not so here. That 
TSuNULTeaPrigshs, Sirs 

THE WITNESS: I think I can now turn to the summary of 
this period on page 99. This period is characterized by the 
following developments: 

(1) The railroads were unsuccessful in several attempts 
to restore long-and-short-haul departures in the transcontinental 
rate structure. 

(2) An effort on the part of inter-mountain territory to 
obtain lower commodity rates from the East than applied from 
the same origins to the Pacific Coast Ports was unsuccessful. 

(3) The refusal of the Commission to grant fourth-section 
reliefe-to, thestbranscontinental rail.carriers, as,mentioned. in 
paragraph (1) above, was influenced by the following considerat- 
Lons's 

a. failure of the carriers in some instances to prove 

that the reduced through rates would be reasonably 
compensatory for the service performed; 

b. failure of the carriers to demonstrate in some 

instances that they would gain additional revenues 
by the reductions; 

a. thefact that the rate ,structure proposed in .seme 

of the cases would possibly create violations of 
Section 3 of the Act which prohibits undue preference 


and prejudice; 
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d. the influence of Section 500 of the Transportation 
Act of 1920 which declares it to be the policy 
of Congress to preserve both rail and water 
transportation “in full vigour". 

Then the fourth conclusion of this period; 

(4) There were a few minor exceptions to the general 
denial of fourth-section relief. These were as follows: 
Sulphur from Louisiana and Texas Mines, to California and 
North Pacific terminals; asphalt, beans, canned goods, dried 
fruits and rice when moving Eastbound from California terminals 
to New York City only, and only over the rail-water route of 
the Southern Pacific known as the Sunset-Gulf Route. 

MR. FRAWLEY: Now then, you come to the last period, 
the period from 1932 to date. Will you just discuss that? 

eo Wore read iis firs. Daracraon Of io. ‘ihe 
attempt of the transcontinental railroads to obtain fourth- 
section relief in 1926 on a large number of commodities moving 
Detween Eastern points and the Pacific Coast, and the later 
attempt of the Southern Pacific to obtain fourth-section 
relief for its Sunset-Gulf Route, were the last attempts to 
re-introduce fourth-section departures in the transcontinental 
rate structure on a large scale. The way is open, however, 
for the railraods to seek fourth-section relief again at any 
time that they so desire and feel that they can make the 
required showing before the Commission that is necessary. Since 
1932 there have been a few fourth-section applications involving 
transcontinental rates, but each has involved but a single 
commodity or closely related commodities. In one of these 
cases fourth-section relief was denied; in the others it was 
granted. And I described each of those cases at pages 100 
to the top of page 104 and the summary of this period is as 
follows: 


The fourth-section cases involving transcontinental rates 
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which have been decided since 1932 have each involved a 
Specific commodity or closely related commodities. I should 
Beyy Ll gueas,. 2. croup of closely ING commodities. In 
one case fourth-section relief was denied on autos; in 
three cases limited relief was granted on sugar, soya-bean 
meal, and canned pinapple. 

In the case in which the Commission denied relief the 
denial was based in part on the doubtful compensatory character 
of the proposed through rates, and.in part on the failure of 
the railroads to show that they would be likely to gain addit- 
ional net revenues from the proposed reduction in the through 
Pate . 

In the cases in which fourth-section eoliee was granted 
the Commission was satisfied of the compensatory character 
of the proposed rates, and also that the railroads could 
reasonably be expected to gain from the proposed reductions 
which were designed to meet effective water competition or 
market competition. 

Now, the next is a general summary. I don't know whether 
iG is ecessary Co «wead that or not... Tt is a summary. and sks 
in detail the same as these separate summaries. 

Q. I think it would be helpful if you would read it, 
Professor Locklin. 

A. All right, on page 104: The history of the trans- 
formation of the transcontinental rate structure from one 
which was characterized by higher rates on a vast scale to and 
from inter-mountain territory than applied to and from the 
Pacific Coast to one which conformed to the long-and-short- 
haul clause of the Interstate Commerce Aet, with only a few 
minor exceptions authorized by the Commission, has been 
related : in the preceding pages. This summary may to advantage 
be divided into two parts: first, a summary of the facts 


with respect to the modification of the rate structure; and 
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second,a summary of the policies observed by the Interstate 
Commerce Commission in dealing with these cases. 

So far as the facts about the modification of the 
rate structure are concerned, the previous discussion 
may be summarized as follows: 

(1) Some modification of the transcontinental 
rate structure, in the direction of eliminating or 
modifying some instances of discrimination against inter- 
mountain territory took place in the period between 1887 
and 1897 as a result of Commission decisions and of efforts 
of the railroads to comply with the Act to Regulate 
Commerce. 

(2) In the period from 1897 to 1910 jidical 
interpretation had rendered the long-and-short-haul 
clause largely ineffective, and such modification of the 
transcontinental rate structure in the direction of reduc- 
ing discrimination against intermediate points came, for 
the most part.,.as,.a result: of.findings of the.Commission 
that rates at intermediate points were unreasonably per se 
under section, 1l,of.the Act, rather than that: they violated 
section 4. 

(3) Between 1910 and 1918 transcontinental rates 
were finally brought into comformity with the requirements 
of the long-and-short-haul clause as a result of a series 
of decisions of the Commission under section 4 as revived and 
strengthened by Congress in 1910. 

(4) Between 1918 and 1932. several attempts of the 
transcontinental railroads to restore long-and-short-haul 
departures on a comprehensive scale in the transcontinental 
rate structure were unsuccessful. A few minor departures 
from the prohibitions of the long-and-short-haul clause, 
however, were authorized by the Commission. 


(5) Since 1932 there have been no attempts by the 
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railroads to obtain fourth-section relief on a Taree scale 
on transcontinental traffic. There have been a few 
instances in which the railroads have applied for fourth- 
section relief on a single commodity or group of closely 
related commodities moving as transcontinental traffic. 

In three of these instances limited relief was granted; in 
one, relief was denied. 

(6) The transcontinental rate structure today is in 
general conformity with the provisions of section 4 which 
prohibit higher charges for shorter than for longer hauls 
over the same line, and in the same direction, the shorter 
being included within the longer distance. The few except- 
ions authorized by the Commission are as noted in earlier 
pages. 

(7) The way remains open for the railroads to obtain 
fourth-section relief on transcontinental traffic at any 
time that they believe that it is in their interest do do 
SO, provided adequate justification of their proposals can 
be shown. 

We may now turn to a summary of the principles 
observed by the Commission in fourth-section cases. 
Attention has been directed to these principles in the 
discussion of the transcontinental fourth-section cases 
which have been reviewed in the earlier part of this 
statement. These principles, it should be pointed out, 
are no different than the principles observed by the Comm- 
ission in other fourth-section ‘cases. It Ls true) that 
certain issues have arisen in some of the transcontinental 
fourth-section cases that do not arise in most fourth-section 
cases, but it cannot be said that the Commission has 
adopted any different principles or policies in trans- 


continental cases than in other fourth-section cases. 
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These principles may be summarized as follows; In order 
Louvoptainerelienh from the prohibivions ofr sections, to 
charge vrarhighernmate iforta shorter than for .a longer haul 
over the same line, in the same direction, the shorter 
being included in the longer distance, a carrier must 
show: 

(1) That the reduced through rate is less than 
normal foverits line tor-croute-and +s “compel leq by 
conditions beyond its control, normally by competition 
of some sort; 

(2) That the reduced rate covers and more than 
covers the extra or additional expense incurred in 
Reandiing the: trafivickto whideh- it applies’ 

(3) That the reduced through rate is no lower than 
necessary to meet the competition encountered and is not 
so low as to threaten the extinction of legitimate 
competition; 

(4) That the competition alleged to justify the 
reduced through rate is actual and not merely potential; 

(5) That there is reasonable prospect that the 
carrieMmuillogaint by the reduced rates; ‘i1%e.° tnat 
additional’ reventes depived-from-the~ added" traffic” wiil 
not be offset by collateral losses of revenue; and 

(6) That the rates at intermediate points are 
peasonable: invthéemselyesoundéer section: 1 of ther Act. 

Although the application of these principles to 
ae parc eubar stare or*ratts “is “not always free from 
dirricusgy, -le-ts-clear*thav they “are*destened*to prevent 
departures from the long-and-short-haul clause that are 
HOC 4ustiricd, but acche same Time“to*permit reiter 
from the prohibitions of the section when such relief 
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MR. FRAWLEY: Now, you have e final section 
in your part of the brief cslled "The Present Status 
of the Transcontinental Rete Adjustment" end I think you 
might probably just read that into the record. Perhaps 
it is the shortest way to come to the point. 

A; It is called "The Present Status of the 
Transcontinental Rate Adjustment". 

As previously noted, the rail carriers may at 
any time epply for fourth-section relief on trans- 
continents! traffic. If they should do so it is safe 
to predict that the Interstate Commerce Commission will 
decide the case in conformity with the general principles 
outlined above which have beenn evolved over a period of 
years in deciding thousands of applications under the 
fourth section. 

Certein developments which have occurred during 
end after World War II have a bearing on possible 
sdjustments of transcontinental rail rates in the 
future. In 1946 the Ssnmiae on instituted an investigation 
of transcontinental rail rates and intercoastal steam- 
ship rates. Dockets 29663 and 29664. These investigations 
were undertaken es a result of a petition filed by the 
United States Maritime Commission and the War Shipping 
Administration which alleged that successful and profitable 
operation of domestic shipping services was not possible 
unless increases were made in competitive rail rates. 
The difficulty of the intercoastal carriers seems to 
be that increases in operating costs make it impossible 
for them to operate profitably without increases in 
rates. Waster rates cannot be increased, however, if 
rail rates which were established to meet water competition 


when steamship costs and rates were much lower, ore to 
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remain at their old levels. Although this proceeding 
is Still on, the Commission's docket, the Commission 
permitted the rail carriers in 1947 to increase the 
transcontinental rates which were in effect on June 30, 
1946, by 25%, instead of by the 20% which had been 
authorized as 9 general rate increase in Ex Parte 

162, 266, I.C.C. 567. See Transcontinental Rail Rates, 
BooninG Cs 501 (LOFT) 


(Page 12034 follows) 
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In so doing the Commission commented on the 
very great increases in operating costs that the 
steamship lines had incurred. The Commission then 
said: " For this reason it appears that competition 
from the intercoastal ships will probably have much 
less effect on transcontinental rail rates than it has 
tne the past.” “pp. 572-573). *The difficulties” of” the 
water carriers were also pointed out by the Commission 


in its Annual Report for 1948. The Commission said: 


"Tn the coastwise and intercoastal trades, the steam- 
ship companies which took over the operations dis- 
continued by the Maritime Commission on July 1, 1947, 
made little progress toward the revival of their pre- 
war operations." (p. 47). The Commission pointed out 
that intercoastal services had been curtailed, and that 
jone of the intercoastal common carriers had suspended 
its services in that trade. (p. 47). It noted that 
approximately 60 vessels were now being operated on 
round voyages in common-carrier intercoastal service, 
which was about one-third the number in such service 
before the war. (p. 48). In another place in its 
report, the Commission, after pointing out the problems 
facing the water carriers, said: "Changed conditions 
make it necessary to add, in frankness, that in some 
respects the prewar pattern of operations may be beyond 
restoration." (p. 6). In discussing the relation 
between rail and water rates the Commission said: 
"Water transportation has always had some 
influence on rail rate structures. In recent 
decades, its lower costs have forced many downe- 
ward adjustments of rail rates, particularly in 


transcontinental and certain coastwise rates... 
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Recent large increases in water-carrier costs, 
coupled with the difficulties experienced by some 
branches of the industry in restoring services 


interrupted by the war, have caused reversal of 


the competitive position of water and rail carriers." 


The Commission then went on to point out that 
water carriers claimed that many rail rates, even as 
recently increased, were depressed, and that the water 
carriers could not compete with the railroads on 4 


profitable basis unless the water lines are permitted 


to make considerable increases in their rates, but that 


they cannot do so and obtain or retain traffic "unless 
there be a widening, or at least no lessening of the 
differentials between rail and water rates on the 
commodities which afford the principal and most 
attractive tonnage for the water lines." (p. 52). 
This is one of the issues in Dockets 29663 and 29664. 
What the outcome of these proceedings will be, the 
future will determine. It seems clear, however, that 
intercoastal steamship competition is a much less 
potent influence in compelling low transcontinental 
rail rates than it was for many years prior to World 
War It. This wereciton of affairs may not continue 
forever but under the present law the rail carriers 
are in a position to seek fourth=-section relief on 
transcontinental traffic if water competition should 
again become sufficiently strong. 

MR. FRAWLEY’? That’ is fines Thank you, 
Professor Locklin. And if you will stand down now, I 
shall put Mr. Harries back into the box for cross- 
examination. But before cross-examination I want to 
deal very briefly by way of answering a few excerpts 


from the Canadian Pacific brief, and then, of course, 
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Port LVS CO PO 01, slapresune, end shab should be 
done. There are two pages, before Mr. Harries says 
anything else, 
---(The witness retired.) 

MR. HU HARRIES, recalled. 


EXAMINATION BY MR. FRAWLEY continued 
MR. FRAWLEY:Q.Mr. Harries, Il think you had 


better complete the brief by putting Part IV, "Con- 
clusions and Recommendations" into the record. 
A. "Part IV - Conclusions and Recommendations. 

Parts I and II of this brief have outlined the 
history of long and short haul discrimination in Canada. 
An examination and analysis has been made of the 
relevant sections of the Railway Act, the judgments 
of the Board of Transport Commissioners, the attitude 
of the railroads and the effect of long and short haul 
discrimination upon intermediate points. It is our 
submission that in the matter of long and short haul 
discrimination the practice which has been followed, 
in dealing with this particular type of discrimination 
is most unsatisfactory. Deficiencies in the Reilway 
Act and the lack of concise and logical administrative 
rules established by the regulatory body combine to 
produce this unsatisfactory condition, 

Section 314, subsection 5, of the Railway Act 
prohibits the practice of long and short haul dis- 
crimination unless the Board is satisfied that it is 
expedient. to 2.low it... Lb 18 Our supmiaston that. this 
manner of dealing with what is universally recognized 
as one of the most difficult rate regulation problems 
leaves much to be desired. We believe that the statute 
which charges an administrative body with duties as 
Onerous as those of regulating railroad transportation 


should state the policy of the Administration in 
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unmistakably clear language. 

THE CHAIRMAN: Q. What do you mean by "the 

policy of the administration"? 
A. The Government, sir. 
Q. Have you got an amendment to the Act? 

MR, FRAWLEY: Yes, sir. We gave you an 
amendment. 

THE CHATRMAN:- Oh, that is all you need. All 
right. You said "policy of the administration". What 
you’ mean is: The policy of Parliament? 

MR. FRAWLEY: "Parliament" is the right word, 
Sir. 

THE WITNESS: It is not sufficient to leave 
wide areas of control in the hands of the appointed 
tribunal. 

In our submission the judgments of the Board 
of Transport Commissioners in the matter of long and 
short haul discrimination, do not seem to be consistent. 
No well-defined policy has been established as to when 
long and short haul discrimination is justifiable and 
when it is not. In addition long and short haul 
departures are permitted without investigation. 

It would appear that the net effect of leaving 
such an important phase of policy in the hands of the 
tribunal has been to permit dissimilar treatment under 
Similar conditions, It would also appear that when the 
tribunal takes a negative attitude in the matter of 
such policy the effective determination of these matters 
in fact passes into the hands of the carriers. In our 
submission none of these things are desirable, 

im Part Ti of the brief,’ we’ detatl ‘the admninits- 
trative and statutory history of the long and short haul 


rule in the United States. In. that country 2 solution 
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has been devised which effectively prevents long and 
short haul discrimination wiede it cannot be clearly 
justified, but which permits it where such justifica- 
tion is definitely established. 

In our submission the manner in which this 
problem has been solved in the United States can be 
adapted to the needs of the situation in Canada. We 
submit that this Commission should recommend that long 
and short haul discrimination in Canada be prohibited 
subject to the provision that the Board upon formal 
application of the carrier seeking to practice long 
and short haul discrimination, after hearing may allow 
such discrimination provided that the carrier satisfies 
the Board that -- 

MR. FRAWLEY: I do not think you need to read 
that, because it is precisely what is in the statute 
which we have offered to the Commission. Now, will 
you take Part I of the Canadian Pacific brief. I want 
to run through it briefly and ask you for your comment 
on some of the things they have said about us. 

COMMISSIONER INNIS: Q. Before this examination 
proceeds further, could you say as to the views of 
Alberta with respect to section(d)on page 99, as to 
whether it would be the view of Mr. Harries that a 
similar policy should be recognized in Canada, namely, 
one which preserves both rail and water transportation 
1h TOLL Vieor? 

A. Iam afraid, sir, I could not say what the 
policy of the Government is in that matter. 

Oi Well, was anxsous, toi ind out whether you 
rather favour the building up of water transportation 
via the Panama Canal, or whether you feel it would be 


better if that were -- 
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A. My general view as to competition between 
water carriers is that one carrier which may have a sort 
of alternate source of revenue from a projected market 
or for some other reason should not be permitted to make 
low rates which do not cover the total costs, in an 
effort to meet competition by another carrier who depends 
on, that trarfic tor’ nis, earnings:. 

THE CHAIRMAN: @Q. But there you are partice- 
ularizing. I think the point is this: That the Congress 
of the United States has declared that it is its policy 
to preserve both rail and water transportation in full 
vigor and that everybody must be guided by it. Would 
you favour a similar declaration by the Parliament of 
Canada that notonly rail but water transportation should 
be preserved in full vigor? 

Al ethink, speroonaaly sain, thet 1 would) ber in 
favour of a recommendation along those lines. 

Q. But is the Province of Alberta in favour of it? 

MR, FRAWLEY: The Province of Alberta has not 
given that particular matter sufficient attention to 
warrant me in making any observation. My view would 
be that the rate must be fixed; the rate to operate 
must be fixed in compliance with the competition as it 
is strong or weak; and then, whatever they are, the 
proper application of long and short haul principles. 
Thus the rates should be spread back. I am indifferent 
as to that, and quite naturally so.,.2 am 
indifferent as to whether it should be the policy of 
Parliament, and I submit, with respect, that I should 
not be called upon to make any observations about it. 
Parliament probably has a policy now and it is evident 
in the Transport Act. To be perfectly frank, I think 


your question is perfectly well put, of course, but I 
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have no instructions about it. It is a Federal matter 
and One which does not concern the Province of Alberta 
today too much’ 

COMMISSIONER INNIS: However active competition 
may become via the Panama Canal? 

MR. FRAWLEY: Then, if the principles which I 
suggest are strictly adhered to, I would be content, 
whatever flows from the proper application of the better 
rule. 

Q. Would you look at page 91 of Part I of the 
Canadian Pacific brief where it reads, about two-thirds 
of the way down: 

"In that case, the matter of the transcontinental 

rates was reviewed at great length." 

And the case which is referred to is the General Freight 
Rates Investigation, of 1927. Now, have you taken the 
pains to examine the judgment of the various Commissioners 
in the General Freight Rates Investigation case, to find 
out whether or not the language of the Canadian Pacific 

is or is not just a little too all-=embracing’? 

A. I find, after looking at the judgment, that 
Mr. McKeown, the Chief Commissioner, devoted three para- 
graphs to it, which have been quoted both by us and by 
the Canadian Pacific. Mr, McLean merely noted that he 
agreed with Mr. McKeown. Mr. Vien does not mention it. 
Mr. Boyce says he agrees with Mr. McKeown. And Mr. Oliver 
does not mention it. | 

Q@. Now, turn to page 93, where you will find «this 
statement: 

"The railways in making these increases 

endeavoured to provide, generally, for the same 

basis of rates as in effect between New York, N.Y., 


and Seattle, Washington." 
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A. I would suggest that this indicates that 
there is a considerable element of market competition 
in these transcontinental rates. And I would also 
suggest -- 

THE CHAIRMAN: Q. What is your first comment? 

A. I suggest there is a considerable element of 
market competition in these rates. 

Q. What do you mean by "market competition"? 

A. Well, that these rates are set, having in mind 
the fact ithet the consumer in British Columbia, ror 
example, may order his supplies from Eastern Canada or 
from the Eastern United States. 

Q. You mean, competition to the carriers to get 
to a market? 

A. Competition. 

Q. Competition among whom? 

A. Among the people who supply the carriers with 
business. 

Q. To get to the markets? 

To get to the markets, yes, sir. 


A. 
Q. From different regions? 
A. 


COMMISSIONER INNIS: @Q. Do you think that the 
dependence on two main line railways rather restricts 
the possibility of market competition developing, and 
that water competition is quite an important factor? 

A. It certainly restricts market competition 
which can develop in Canada. I mean, if there were 
a number of other railways, you would have much more 
market competition. But having in mind the competition 
which can develop from alternate sources of supply in 
the United States -=- and that is, one would gather, 


particularly important at the coast. One would gather 
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then that probably there is @ rather important element 
of market competition. 
Mey Rees OC) At page 93 Of Part D,or the 

Canadian Pacific brief, the attention of the 
Commission is called to a statement which appears at 
pages 81 and 83 of the appendix to Part I, called a 
statement of competitive rates and earnings on com- 
modities of which there is a regular movement from 
British Columbia points to destination; and on the 
following page, page 82, there is a similar statement 
with respect to competitive rates and earnings. What 
is your comment on those tables and what they attempt 
to say, in so far as your submission to the Commission 
is concerned? 

A. In our submission we have not attempted to 
deal with the matter whether a particular rate is or 
is not compensatory. What we are attempting to bring 
before the Commission is the problem. We ane suggesting 
that a principle which does, in fact, among other things, 
ask that rates be made compensatory, is as far as we are 


going to go now. We are not trying to show whether 4 


rate is or is not compensatory. We want to have the 
principle established what a rate should be; and we 
think the particular matter of whether LtvLs. or 2s nos 
compensatory is something to be handled by the Board of 
Transport Commissioners. 

THE CHAIRMAN: Would you be satisfied if the 
Board of Transport Commissioners applied the same 
considerations in solving that question as they have 
been applied in the United States by the Interstate 
Commerce Commission? 

AL Yes; (sir, we would: 


Q@. The things we have heard in this brief today’ 
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Ang, NO Sign Si? . 

THE CHAIRMAN: I think that is very important, 
that last statement. 

MR.4 HRAWLEY 1). That. ise itrue or Thats as why we 
brought Professor Locklin here. 

THE CHAIRMAN: My question was whether the 
witness talked about rates being compensatory, 
reasonably compensatory, DA tone ne sat. vt 
wanted to know, in determining such a question, whether 
he thought our Board should be guided by the same con-= 
Siderations as have been adopted by the Interstate 
Commerce Commission in the United States. And Mr.Frawley 
said yes. 

MR.. FRAWLEY: Yes. 

Qausllown at paceniuerofmesrt I of the Canadian 
Pacific brief, the statement is made -= oh I beg your 
pardon, I should have said page 118 of Part II, the 
statement is made: 

"The only real difference between what Alberta 
advocates and what is now the law in Canada with 
certain minor exceptions to which attention will 
be drawn, is that a prior application must be made 
to the Interstate Commerce Commission for what is 
called fourth section relief." 

What have you to say about that? 

A. I would say that we do not agree with that 
statement because, in the United States there are five 
tests which the Commission applies in each and every 
case, and they must meet each one of these tests. 

In Canada, although there may have been implicit 
attention paid to one or other, orinan instance of which 
l.am.noLeaware, abl of them, 1t is not e@ condition of 


being granted. It is rather for the carrier to prove 
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each one of these particular things. So I do not think 
it is reasonable to say that the only real difference 
between what Alberta advocates is related simply to 
whether application is made prior, or after, or at all. 

@. Will you go now to page 119, still Gtwrar belly 
where this statement appears: 


"| 6, the attention of your Commission is drawn 


to the schedule of rates..." 
Will you go to that statement on page 119 of Perot 
which reads: 

"Moreover, there are not today any instances in 

which the sum of the rates from Eastern Cenada to 

Vancouver and from Vancouver to Calgary is lower 

than the rate from Eastern Canada to Calgary." 
What have you to say about that? 

A. I think this indicates how quickly the 
situation can change. As far as I am aware, that 
statement was correct when the Canadian Pacific filed 
sts brief. However, today, as we pointed out this 
morning, there are cases, and one of them is canned 
goods, where you can now do exactly what the Canadian 
Pacific say you cannot do, or could not do at the time 
they wrote their brief. 

THE CHAIRMAN: Q. By reason of what? 

A, The actual reason is because on October ll 
they increased their standard rates 8 per cent, but 
did not increase their competitive rates. ‘So that 
threw it all out of line again. The business men of 
Alberta certainly appreciate the change that they get 
in . a rate which is not greater than the sum of 
the rate to Vancouver and back from wen cokiva’ to their 
place of business. 


MR. FRAWLEY: I would like to have that noted 
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by the Commission. The Canadian Pacific calls attention 
to the happy position in which we were, when they wrote 
their brief, and that now the people in Alberta do not 
pay any heer sade to take the goods to Vancouver past 
our door and back to our door in Calgary. That is con- 
sidered to be a happy state of affairs. 

THE WITNESS: On that same page there is another 
thing. At the top of the page the Canadian Pacific 
draw the attention of the Commission to a schedule of 
rates filed by Alberta. And I presume that is Exhibit 
137, which was filed this morning. 

MR. FRAWLEY: Q. Yes. 

A. They note that the rates included in the 

schedule do not reflect the increases made in com- 
petitive rates, made on the 15th of September, and so 


on. Now, we had to stop somewhere, the number of man- 


hours of work involved in revising the brief would have 
been so great, when you consider that we only had two 


men. It would have made it out of the question. 


MR. FRAWLEY: I think we should be excused for 
it not being ‘up to date when we came in, because we 
find that they themselves were not up to date when 
they came in. 

MR. EVANS: There is no odium in that. 

MR. FRAWLEY: Perhaps you are a little too 
sensitive. You touch us under the long and short haul 
clause, and touch us deeply. 

MR. FRAWLEY: Q. I think there are some other 
comments you had to make in connection with the 
Canadian Pacific brief. But probably now you should 
go on and be cross-examined by my friends, unless there 


is something else which you want to put into the record 
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at this time. 

A. There is just one point we would like to draw 
to the attention of the Commission, and that is at 
page 120 of Part II of the Canadian Pacific submission, 
where they make the statement that Alberta has over- 
looked the fact that potential as well as active come 
petition is recognized by the Interstate Commerce Com= 
mission; and then two decisions of the Interstate 
Commerce Commission are cited in support of the state- 
ment. 


We would like to say that the Canadian Pacific 


Railway has overlooked the fact that section h of the 
Interstate Commerce Act specifically provides that 
authorization to depart from the requirements of the 
section shall not be granted "on account of merely 
potential water competition not actually in existence." 

The two cases cited by the Canadian Pacific 

Railway Company show that the Interstate Commerce 
Commission considers that competition is actually in 
existence and not merely "potential", even though no 
competitive movement has occurred. The following 
excerpts from three of the Commission's decisions, 
including the two cited by the Cenadian Pacific Railway 
Company, will establish this point. 

The first case is: 

"Tn Rags and Paper to Newark, N.Y., 208 1.C.C. 
Beto) 

In that case at page 327 the Commission said: 

"Tn determining whether the competition by 
water is actual or is merely potential, ‘not 
actually in existence', the fact that there has 
been no movement by water is significant but not 
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competition are all present when a going water 
carrier has made a bone fide offer to perform a 
competitive service and is ready, willing and able 
to carry the traffic if the offer is accepted, 
especially if every facility for the performance 

of that service is at hand. Nothing in the statute 
indicates that an actual movement of the particular 
commodity by water is necessary to establish the 
existence of water competition. Such movement or 
absence of movement only shows whether or not the 
water carrier was successful in obtaining traffic 
for which it was competing. (p. 330)." 

And then, in "Fuel and Gas Oil to Memphis, 
Henny ella 1.0.0. 200 (1930). At page 100, the 
Commission said: =-- 

THRE CHAIRMAN: In the same volume? 

A. No. The other was Volume 208. This is 
Volume 218. 

Q. What page? 

A. Page 106, sir, where the Commission said: --= 

MR. FRAWLEY: @. You are reading from page 110. 
A, And in the other one we read from page 330. 

The Commission said: 

"The record establishes that the existence of 
adequate and substantial facilities for the trans- 
portation of this traffic by water, and the 
indicated lower cost to shippers as compared with 
all-rail movements, constitutes 4 serious threat 
to any participation therein by applicants between 
the points here considered unless the present rail 
rates are revised. While, as previously stated, 
there has been no actual movement of this traffic 


by water, nevertheless, the essential elements of 
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competition are all present, and nothing in the 
statute indicates that an actual movement by water 
is necessary to establish the existence of such 
Compe bl blots pat LO) <4 
And then, the third case, in "Asphalt to Fulton & 
Arrowhead, N.Y., 238 1.C.C. 531 (1940)", quoting from 
page 534, the Commission said: 

"Tn circumstances such as presented here, where 
the competitive movement has not occurred, but the 
facilities for such movement are readily available 
at a cost which would make the use of such 
facilities feasible and desirable .. . we have 
held. that it is not necessary for rail carriers 
who desire to meet such threatened competition | 
to await the actual competitive movement. 
Coss. 

Q@. What have you to say now about this situation? 

he si uweutd say, @in,«bhet Ltvis: -notcthe intention 
of Alberta to propose a stricter rule than that 
applicable in the United States, nor, on the other hand, 
to approve language that would permit long and short 
haul discrimination that rests on purely fanciful 
claims of competition that might conceivably exist in 
the future. The phrase "actual and compelling com- 
petition" as used by Alberta in its submission refers 
to a competitive situation which is real and not 
{maginary. Actual competition exists when there is 
a competitive movement, or when there 1s 4 reasonable 
likelihood of such movement if an adjustment in rates 
is not made to forestall it. 

Then, the Canadian Pacific Railway Company say, 

regarding our fifth principle, make that statement 
at the bottom of page 120, of Volume II, that, as to 
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the fifth principle advocated by Alberta, "in fact, it 
is really a duplication of the second principle”. 

Q@. In order that the record will be clear, when 
we speak of our principle, it is the principle which 
appears on page 111 at the conclusion of our recome 
mendation. 

THE CHAIRMAN: Your recommendations? 

MR. FRAWLEY: Yes, sir. The recommendations, 
and they are also contained in the proposed statute we 
have handed ory 

Q. What have you to say about that? They say it 
4s really a duplication of the second principle. 

A. We would say that if the Canadian Pacific 
reali believes that the fifth one is a duplication of 
the second, then we are strengthened in our argument 
for having the Board take a more active role because 
of the fact that the second principle takes no account 
of collateral losses; and it is quite possible to have 
a rate which is compensatory and still find you are 
not receiving compensation as a result of applying 


compensatory competitive rates. 50 we would submit 


it is not a duplication of the second principle, and 
we would say that it stands on its own 4s one of the 
{important principles which we would ask the Board to 
adopt. 
Q. Have you anything else to add? 
A NOV Fein. 
MR, FRAWLEY: Might I suggest that if it would 


be of use to the Commission, the reporter might copy 


s4nto the record, in today's proceedings, this particular 


section 4 of the Interstate Commerce Commission Act as 
+t stands now. It might be helpful if that section 


were copied in at this point. 
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THE CHAIRMAN: Yes. 
THE INTERSTATE COMMERCE ACT 
Revised to January 1, 1946 


Long and Short Haul Charges; Competition 
with Water Routes 


Sec. 4. (As amended June 18, 1910, February 28, 
1920, August 9, 1935, and September 18, 1940.) 
(U.S. Code, title 49, sec. 4.) 

(1) It shall be unlawful for any common carrier 
subject ito, this,.part.or part DPiL.:to. «:harge or 
receive any greater compensation in the aggregate 
for the transportation of passengers, or of like 
kind ofpproperty, fora. shorter ‘than for a longer 
distance over the same line or route in the same 
direction, the shorter being included within the 
longer distance, or to charge any greater com= 
pensation as a through rate than the aggregate 
of the intermediate rates subject to the pro- 
Visrons). of thts: pant ior pert Lil, .bub thie shail 
not be construed as authorizing any common carrier 
WLURIin the terms of this) part or. part Ii. to charge 
or receive as great compensation for a shorter as 
for a longer distance: Provided, That upon 
application to the Commission such common carrier 
may in special cases, after investigation, be 
authorized by the Commission to charge less for 
longer than for shorter distances for the trans- 
portation of passengers or property; and the 
Commission may from time to time prescribe the 
extent to which such designated common carrier may be 

relieved from the operation of this section, but 
in exercising the authority conferred upon it in 


this proviso the Commission shall not permit the 
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establishment of any charge to or from the more 
distant point that is not reasonably compensatory 
for the service performed; and no such authorization 
shall be granted on account of merely potential 
water competition not actually in existence: And 
provided further, That tariffs proposing rates 
subject to the provisions of this paragraph may be 
filed when application is made to the Commission 
under the provisions hereof, and in the event such 
application is approved, the Commission shall 
permit such tariffs to become effective upon one 
day's notice. 

(2) Wherever a carrier by railroad shall in 
competition with a water route or routes reduce the 
rates on the carriage of any species of freight to 
or from competitive points it shall not be per- 
mitted to increase such rates unless after hearing 
by the Commission it shall be found that such 
proposed increase rests upon changed conditions 


other than the elimination of water competition. 


THE CHAIRMAN: Is that all you have to say? 

MR. FRAWLEY: Yes, sir. That completes my case 
in chief. 

THE CHAIRMAN: Before we adjourn I wish to make 
the following announcements. This Commission will adjourn 
at the end of the hearing on Friday, December 16. 
Secondly, this Commission will reconvene on Monday, 
January 30, for the purpose of hearing any remaining 
evidence which may be outstanding. And then, at the 
conclusion of such evidence the final arguments will 
begin. 

MR. EVANS: Immediately after that? 
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THE CHAIRMAN: That is: we will hear any 
remaining evidence there may be outstanding, and then 
go right on to the final arguments. 

MR. EVANS: You mean immediately upon con- 
clusion of the evidence? 

THE CHAIRMAN: That is our intention, unless 
some situation arise which would cause a delay. 
However, that is what we would like to do. 

I wish to call to the attention of the 
Provincial Governments and any other association which 
is interested in the Crows Nest Pass grain rates 
question that they must file any brief which they wish 
to file on thet question with this Commission on or 
before January 15, and that they must also, within 
that time, give copies of their briefs to the two 
railways, the Canadian National and the Canadian Pacific. 
That applies not only to the provinces but also to 
whatever organizations have expressed a desire to be 
heard here within that time. 

MR. FRAWLEY: If we hand our brief to the 
railways on the 15th of January, that would comply 
with the requirement? 

THE CHAIRMAN: Yes. We shall adjourn now 


until tomorrow. 


~---At 4.45 p.m. the Commission adjourned until 
10.30 a.m., Thursday, December 8, 1949. 
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OTTAWA, ONTARIO, 
THURSDAY , DECEMBER 8th, 1949 
MON. N Loe G5 864k. 0 


MR, FRAWLEY: My lord, I want to make @ cor- 
rection of one word on page 12048 in yesterdsy's trans- 
cript: there is a word that I want to correct. On 
thet page, about two thirds of the way down, Mr. Harries 
is giving evidence, and he says, "The phrase factual and 
compelling competition'" sae on, Thet should be 
changed to the phrase "active and compelling competition", 
and then it is strictly in line with our submission. 

Then I just want to take one-minute to refer to 
the question raised by Dr. Innis yesterday, at page 12038 
when he invited my comment upon a passage at page 99 of 
our Brief, which has to do with weter transportation. 

I think I can make s helpful answer this morning. I 
would think thst my position is that,so long as the 
water service is not subsidized by the government, thet 
there might be end should very well be by private enter- 
prise e perfectly good and complete boat service. 

MR. O'DONNELL: I peata ask that one word ‘be cor- 
rected in the trenscript et page 11922, about three 
quarters of the way down the page. The word "American" 
should be changed to "Canadian" there - "they ere probably 
for the purpose of protecting the ase railway's 
interest", rather then the American. 

Mr. Chairmen, we have very few questions to ask 
Mr. Herries concerning the Alberta Brief entitled "The 
Long end Short-Haul Rule", and it occurred to me that it 
might save time if I just made some observations at this 
point rather than to ask a deteiled number of questions, 

The position of the Canadian National Roilway 
concerning competitive rates including transcontinental 


rates, end incidentally, the long and short-haul rule is 
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Seuroul.s Li euvmie,, In its Brict. 

The Canadian National is of the view that the 
provisions of the Railway Act provide adequate powers 
for the Boerd to review, and consider, and dispose of 
complaints, such as complaints put forward in the Alberta 
Brief. The Board has, in our submission, frequently 
reviewed the matter of competitive rates to meet water 
and other competition, and its policies and principles 
with respect to such matters, including its interpretation 
of the long and short-haul rule, so-called, are clearly 
set forth in numerous decisions and judgments which it 
hes rendered in such matters. 

It is sufficient, we respectfully submit, to draw 
the attention of the Commission to the pronouncements in 
this connectSin of the Honourable H. A. McKeown, Chief 
Commissioner of the Board of Transport Commissioners, in 
his judgment in the General Freight Rates Investigation, 
33 C.RsC. 1e?%, Bt page 135, where there appears immediate- 
ly before that portion of his judgment which is quoted at 
pages 15 and 16 of the Alberta Long and short-Haul Rule 
Brief the following categorical statement regarding, among 
others, the transcontinental rate scale, and I am quoting 
from page 135 of the General Freight Rates judgment, and 
T am quoting a paragraph or two above that which wes 
quoted by Alberta in its Brief at pages 15 and 16. There 
the learned Chief Commissioner said: 

"ng far as concerns three of the above en- 
umerated features of our present rate system - 
cemeln, Transcontinental Rate Scale, Terminal 
Tariffs, and the different Standard Mileages, east 
and west, I am of opinion that no reasons have been 


urged sufficient to make it advisable that the 
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same should be eliminated or altered, as asked by 

various petitioners. They have been discussed in- 

dividually in different rate judgments. Their origin 
and the reasons for their establishment and meinten- 
snee have been frequently explained and in my vicw 
such reasons stand as 2 justification for the con- 
tinuaence of these existing features of our rate system 
substentially unimpaired. It is, I think, unnecessary 
to bring into the discussion a reiteration of whet 

has been previously decided concerning them." 

In the interval between the General Freight Rates 
inquiry of 1927 and the Twenty-one Percent Case, these 
matters were reviewed on e number of occasions, As late 
5s the Twenty-One Percent Case of March 30, 1948, the 
Board's attention was given to such matters,as clearly 
appears in the judgment of the Chief Commissioner where he 
made mention of numerous judgments covering these matters, 
at pezes 51 and 5e. 

In the extract of the Lekeside Milling Case, Le xs 
stated, 

"The subject of water competition and its 
bearing on rates has been before the Board many binmes: 
and a list of cases is there given. 

The attention of the Commission is respectfully 
drawn to Commissioner Cross! judgment, where it is stated, 

"The Railway Act has express provisions per- 
mitting» the establishments of competitive rates which 
will not be subject to the long and short-haul clause, 

i.e,., that greater tolls shall not be charged for 

5 shorter than for a longer distance over the same 


line in the same direction. 
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‘The RaLlway Act. contains: specific. provisions 
authorizing se reduced charge on traffic handled to 
meet competitive conditions without necessitating 
corresponding reduction in normal rates, and it has 
been held in numerous decisions of the Board that 
comparison as between competitive rates and normal 
rates is no evidence of the unreasonableness of 
normal rates per se." 

Such further representations as we may have on this 
point, we can put forward st a later time. 


Now, I have a few questions of Mr. Harries. 


MR. Hu HARRIES RECALLED: 
CROSS EXAMINATION BY MR. O'DONNELL 

Q. Mr. Harries, just referring briefly to the matter 
of the canned goods rates which sre set out in your Exhibit 
136, which we discussed yesterday, that $2.59 rate is ea 
fifth class all-raily rate, is: it not? 

A. Yes, I understand that is what it is. 

Q@. And in the circumstances spoken of by you and 
referred to in the Exhibit 136, under present circumstances 
the rate paid at Calgary is never more than the Vancouver 
combination, which is actually $2.52, is it not? 

A. Theat is whet the railways soy. 

Q. Well, do you doubt that? 

A. I have been told differently by shippers. 

Q. Well, my instructions are that the Vancouver 
combination from Leamington to Calgary would be $1.40 to 
Vancouver, and that then the back-haul to Calgary would be 
$1522.) making ertotaleof $2,523; are’ you aniavposition’ to 
dispute that? 

h, ‘Well, a6 I. seid, that 1s the convention of the 
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railways. I have spoken to shippers who have said that 
they do not automatically get that combination. 

Q@. Well, have you any doubt that they can claim that, 
that the shippers can cliim that rate? 

Ay af Goon cay Le correcs, 

THE CHAIRMAN: Why must they claim it to get it? 

MR. O'DONNELL: Well, that is the rate that they are 
entitled to, sccording to my instructions, under the tariff. 

Q. The American combination - that is,the United 
States border WG sti on. wien you have worked out in 
Exhibit 136 would bring the rate that you suggest should 
prevail ,of $2.49? 

May 1. nave & copy of thet Exmibiv: (Yes. 

THE CHAIRMAN: What is the item again? 

MR. O'DONNELL: The American combination, or, rather 
using the American combination, the rate that you suggest 
should prevail would be $2.49, as set out in the second column 
of figures on the top part of Exhibit 136? 

A. That is from Leamington, yes. 

Q. That is, that there is ea difference of 3¢ as 
between what I have suggested as the rate that the shipper is 
entitled to claim ,and the rate of this combination that you 
have worked out so far? 

A. Yes, that is the hishcr combination. 

Q. Are you aware of the fact that the $2.59rate, that 
ie, the fifth class ell-rail ‘rate 1s 4a group reve? 

ae, Leos 

@. And that it covers a lerge sone? 

ed) eae 

Q. And that the zone covered is roughly from the 
Detroit frontier es far east as Montreal and up to Ottawa and 
Sudbury end back to the frontier? 


heiress 


— 
= 


ise mane Hee HoH 


vet 


49 


7B wont a 8H 


pelle oft sedau 


shyod estaxé 


to, fdaveng 7 


ay: 


; “be fos palin . af ide | a = wel abe a ees a er te ee J ¢ \ 
ae 3 © b+, Se an ES ae we wd! . ea‘ y 7 ‘4 $ ie ped mS AG a Pep ws iJ ant yi YOoRA wae 3 netey 
28 t. i s... feks ‘ah 8 : re uty wire ne - ae P ay . yt 7 


)mmuTeo Gavgos afd mk duo foe as .OA,38 sd Sleow Ilevyete Sivas 


ee a : P “a it ‘‘: of . - ~< — - 
! fe bret mind , retort + ee F Boy LT * 
. ee ae eee) ie peed HOw was pe TUR Oo 
ite : 
* - ‘ oe a 
om & : my > et | 
¥' * ~ ' Pee Ne wi ue bw ; J Bad: * i ok Vv 6 be . A - 
} i wey g t 
of 
ae 
ly * . ? 4 > { “> Ex _ 4+ ay ry} ft) 
“ a ‘ f “ea mk + ae bh re eo versiv thea Mw Oita oy 
, AR ‘ 
ip § Pp; " + he . al te | a Th) we a is rel 
~ = » q af te p 4 3 eS w . S tu 4 4 tr ta vA 3 Ga y r i Wye a Swi - 
a 4: e . BA eer . ee 
"i 
i] 
, 7 7 + re re Bowe re r U 4 : a4 rm B [5 oF osiFlire 
; P| is : + we Senet | ca 4 * eee 4 a so he rs MWe get 
} Z 
) 


L ’ 
ps 
44. 
S 
3 
o 

te 

ea 
ry 

= 
re 
* 
ra 
sr 


Bes ab + apt ar \ 
Sera nee tee eon ee eee 
< 1.ob ste dens it 2 swe ow eYA 0 
E Wd ay ‘ \ ic ee doe = tog > % $23 te 
¢ be : a fin pte % 
= +} <S vat ive? ay u ab + Sgt wo > | TA Se 449 i tos aang ,at 
- ~ BU i . « oe . 
. 
ot 5 
= ry ie 
4 : ye t+ Made Bek 
? e° * “ Pte, | * 69 ips ¥ tut tz o ohis 4. ie > 32 ’ 
oa A , 
eee ee 
¢ _ 
“f , - 4 r r . 
A PCTS YORBHeY $4 Dayaype Gaos efs gany baa 2 


owogye 2¢ ge bas LosyROM se spe cae a ab — 


- 12058 - Mr. Horries Cr.ex 


Q. And that in that zone there are fifty or sixty 
canning plants that ship? 

Naw oth OU sure, Ol. Civat, 

Q. In any event, are you aware, or were you aware 


Op the fact that thet wae the eroup rate yesverday? 


A. Well, certainly. 

THE CHAIRMAN: What is that? 

MR. O'DONNELL: That the $2.59 was a zone rate 
ore eroup Yate? 

A. Yes, I was quite aware of that. 

@y" "And that it spplies from all points in the zone? 

Ae Less 

QO, Ane this Learington point that you referred to 1s 
a point which is relatively near the border, is it not? 

A, Yes, 

Q@. And if shipments were to be made to Calgary from 
Toronto or from Hamilton using this same combination of rates 
thet you have used with respect to the Leamington shipment, 
the result would be quite a lot higher, would it not? 

AY Yes, 2c Would Ve. 

MR. FRAWLEY: It would not work, 

MR. O'DONNELL: No, it would not work, You picked 
one rate out of the thousands end the others won't core 

MR. FRAWLEY: Yes, we picked one out of a thousand 
and we still cannot have thet one out of a thousand. We 
tolked about zones A and B in this Commissions for days. The 
Commission surely knows by now that a11 of the triangle has 
the same rates. 

MR. O'DONNELL: With respect to this particular rate, 
no mention was made whatsoever. 


THE CHAIRMAN: Well, we know it now. 
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Ma. O'DONNELL Os For instance, at Toronto, using 


the same combination, the United States border combination, 


Were arabe would be’ to Calgary $2.74. and from Hamilton, 


$2.70, and what you are suggesting should be done is that 
with respect to these two points, Leamington and Belle 
River, which are immediate to the border, the group rate 
should be set aside and you should be allowed to ship on 
this combination which you have worked out, and overlooking 
that the railway, in establisbing the fifth class all-rail 
rate of $2.59, has taken the good with the bad and has 
Seruck 9 figure thet everaces at '$2,59. Thetis the fact, 
BSweG NOG? 

A. I do not think we overlooked that. 


(Page 12061 follows) 
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4. As long as we understand thet is the Lect, 
whether it is overlooked or not is immaterial. Now 
by ey eae use of these United States Border 
combinations, you would in the instance of a shipment 
from Leamingtonto Calgary be saving three’, cents a hundred 
pounds and the Canadian railways would be losing the 
traffic and the Canadians would be losing the employment 
which the traffic provides,and the American portion of 
the haul would have to be paid for by Canada in American 
doinbars belan't that the result? 

Ra I think, 30,» ves. 

Q. i Now, so much for that. Now Mrw Harries. LT have 
just a few questions regarding the long and short haul 
rule ; At. page 110 of your brief, you say in the. penult- 
imate paragraph;" 

"In our submission the judgments of the 

Board of Transport Commissioners in the 

matter of long-and-short-haul discrimination 

do not seem to be consistent". 

Now, upon what do you base that submission? 

A. What we had in mind there, Mr. O'Donnell, 
was the fact that in one instance they would permit 
the railways to practise long-and-short-haul discrimin- 
ation. In another instance in a similar situation they 
would approve a practice which resulted in the railways 
blanketing the competitive rate back. 

Q. That is what you have in mind? 

ise LOR. 

Q. Now, would you agree that in each instance that 
you had in mind of that kind,the Board looked into the 
particular sect of facts governing the situation that.it 
was comsidering? 


MA. No, as a.matter of, fact, [am afraid I would 
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not agree with -that. 

Q. Now, have you in mind any judgments of the 
Board, in whichyou.can find evidence of ineonsistency? 

If you have I would ask you to be good enough just to 
name them and indicate them so that we can see upon what 
the.submission thatel referred»you); to,is *based. 

he ' Puwould sueeest. sir, thatethe inconsistency 
which we refer to results from the Board permitting - 

Q. But my question was:Have you any judgmonts- 
tO point.to? 

he EH ae fact that the Board permits under 
Similar circumstances and conditions different treatment, 
and I would refer you to the Regina Board of Trade Case 
and the General Freight Rates Case which, in my submission 
sir, would indicate that under what are substantially 
Similar circumstances and conditions, they have permitted 
Giprereneytreagment . 

9. Based upon different facts and different 
circumstances? 

A sokewouldssay; esirs nthatcas) far. ae-the } Judgements 
indicate there was a very limited amount of analysis done 
in either of those instances with which to establish 
differences in conditions. 

Q. And you do not know what study was conducted 
by the Board and its technical officers apart from what 
appeared actually in the Judgments? 

At Noter dotnet = justywunat they say inthe 
Judgments. 

Q. And those are the cases you have in mind, the 
Regina Case and the General Freight Rates Case? 

A. Phat is one case and I drew attention yester- 
day, sir, to the two other cases dealing with a different 


problem that of circuity, and referred to the Central 
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Alberta Dairy Pool Case and to the Palisades Coal Case. 

Q. And those are the cases in your brief that 
you have in mind as supporting the statement that you 
make at page 110,that the Board's Judgments,in your 
submission, in the matter of long-and-short-haul dis- 
crimination do not seem to be consistent? 

A. That ist the substantial basis. 

Q. So we can go to the those Judgments and deter- 
mine whether they are consistent or inconsistent, and that 
istwhatryoulhadsinrmind? 

Ay oes oul, 

THE CHAIRMAN: I think, though, the result of 
HnHacwiis as the brief says that’ 

"No well-defined policy has been established”. 

Are you questioning that? 

MR. O'DONNELL: Yes, I question that, my lord, 
because the various Judgments set out principles. I do 
not say that each one summarizes all the principles but 
upon a reading of the Judgments one will find that the 
Board has established different definite principles con- 
cerning competitive rates and has sufficiently elaborated 
the matter to make it quite clear that they have established 
by their rulings, competitive rules and principles concerning 
competitive rates, and in that connection I do not want to 
read again the various - 

THE CHAIRMAN: That is a matter I suppose we can 
hear argued later on? 

MR. O'DONNELL: Yes. For instance, tthe one that 
comes to mind is that the Board has said: 

"Tn numerous decisions of the Board comparison 

aS between competitive rates and normal rates 

igs no evidence of the unreasonableness of normal 


rates per. so." 
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Theat is at page 52 in the el Percent Judgment 
and that applies in this very case, in my respectful 
submission. The rate to Calgary from Eastern points is 
established as a just and reasonable rate and is fixed 
in accordance with the Board's power;and then to meet 
competition at Vancouver a rate is put in which is 
referred to as the transcontinental, rates, and it is 
suggested,because there is a difference in those two,that 

handled 
the Board has not the matter in accordance with any 
fixed principles or in accordance with any well-known 
PULeSs:. 

THE WITNESS: That, Mr. O'Donnell, incidentally is 
not what we say. We do not base our opinion on the fact 
that there is a difference between these two rates. Our 
case is based on the fact that in dealing with simply 
the competitive rates,there has not been, as we say, 

". well-defined: policy,’ . 

On Weddle» de Heidi: Just leave, that for yergument) and 
say that at this point the Board's Judgments are there, 
and in my respectful submission,they disclose the manner 
in which the Board has treated these matters and that the 
treatment of them has been quite consistent. 

MR. FRAWLEY: I agree with everything you Say 
except the last word. 

MR. O'DONNELL: I take it you would agree with me, 
Mr. Harries, that the Board has definitely declared itself 
of the principle that railways are free to meet any 
competition where it is to be found. You would agree with 
that? 

A. Yess. 

Q. And that competitive rates when established 
for such purposes constitute no evidence of the unreasonable- 


ness of the normal rates themselves? The Board has. said 
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that. also? 

Be RSS. 

QA. Now, wouldyou pointitovany features ofsthe 
rate structure which has been the subject of mors continu- 
ous consideration or due pronouncement by the Board, than 
that of competitive rates including transcontinental water- 
compelled rates? They have been under study and review, 
have they not,constantly since the very outset of the 
Board's existence? 

A. Well, dealing particularly with rates which 
cause long-and-short-haul discrimination, I think we have 
listed most of the cases which the Board has dealt with 
in that matter, and I suppose it depends upon how you 
interpret the words "not consistent". 

Ma tWpart. from those you have Listed, there are 
a considerable number of others, are there not? 

A. I don't think there are very many that deal 
with long-and-short~-haul discrimination,Mr. O'Donnell. 

Q. Well, long-and-short-haul involves competitive 
rates and in so far as that is concerned there 18 a 
considerable number of Judgments other than those you have 
poimted to? 

A. Not dealing with long-and-short-haul which is 
what we are concerned with now, sir. 

Q. Now, under this proposed amendment which you 
suggest should be put in, that is,the proposed new Section 
314A, I take it that would apply to all sections of Canada, 
would it not? 

Mi, Yesoipivould. 

Q. And at the present time I assume you would agree 
that in ONtario and Quebec, in fact in the whole of Eastern 
Canada, say, from St. Johns, Newfoundland, right through 


to Fort Willimm, water competition prevails and competitive 
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rates have been established to meet this competition? 

Wnmeves, thatiis correct, sin. 

@. And you would also agree that there are 
presumably thousands of water competitive through rates 
which are lower than rates to inarieabaice points in that 
area, that general area from Newfoundland to Fort William? 

A ch heven not madevan exhaustiverstudy of it , 
but I am afraid I would not agree with that statement. 

Om “Chemwilet us: take’ theythrougsmratesyy say, from 
Montreal to Toronto, the water-compelled rate, would you 
say that the rates to many intermediate points on that 
same line or route are not higher than the through rate, 
the water-compelled rate? 

A. I think there certainly would be instances 
Saylt aoncethers:. 

THE CHAIRMAN: Well, what was the fact? It is 
oaias eertainable i facty itsn!trit? 

MR. O'DONNELL: My understanding, my lord, is 
that there are many, many rates to intermediate points 
along all these water-compelled or truck-compelled routes, 
or rather along these water routes and truck routes ,which 
are higher than the through rate which is established to 
meet competition between two points such as Montreal and 
Toronto. 

MR. COVERT: The only thing I would like to point 
out there, Mr. O'Donnell is, I don't know whether it was 
accidental, - I suspect it was accidental - but you asked 
the witness if there were thousands. 

MR» O'DONNELL: All right, IT will-leave 1t at 
thousands. That is my understanding. 

MRaw COVERT: i.ainother thing; ol think the question 
was confined to water-compelled. I just wanted to have 


the record straight because the Chairman asked a question 
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as to the facts. Now, if we can have that whether there 
are thousands - | 

MR. O'DONNELL: Well, I will put it this way. My 
understanding is that there are many, many rates in’ that 
general area in Eastern and Central Canada which are 
competitive rates to meet either water or truck competition 
where the through rate is lower than the rate to the 
intermediate points. 

THE CHAIRMAN: Well, it ought to be easy to file 
something, surely. 

MR. O'DONNELL: Well, I have not got it here, my 
lord, but that can be arranged: 

MR. FRAWLEY: I certainly would like something 
like that filed because that is very important. How 
could you ever find out if it ever applied to intermediate 
points under the present principle of the Board in long- 
and-short-haul discrimination? 

MR. O'DONNELL: I will see. what I can get by way 
of information. 

THE CHAIRMAN: I don't ask you to file thousands 
og cases. 

| MR. FRAWLEY: A representative sample. 

COMMISSIONER INNIS: Would that hold for truck 
competition, Mr. O'Donnell? 

MR. O'DONNELL: I understand that, Dr. Lnnise 

THE WITNESS: I was going to say we studied it 
sn our section of the country and@ I don't believe we were 
able to find any instance in which a truck competition 
created long-and-short-haul discrimination because the 
very nature of the truck traffic would sort of give you 
a prima facie case against that. 

MR. O'DONNELL: My instructions are as I have 


said ,and I will be glad to see what we can get to support 


per 


; : 7 | f 
Mitcde steht asian nie ew 92°. wel 


ts i Pee 
Oe yen eee gi duy iis 1 i fow ihe 


raid 


} ene. Ai BOseH ¥ittm EAB Sa wend dead! ny a a0 
ats ‘ee Aviv ShBAkD betinot bite mie ad ab AE ae besa 


A 


eh iyaynss Housed sa vedaw «silt 


in 
ie 


a: 


ont a3 siete eri 
ets Ebomcosat 
¢HAMATAHS 
Thee .anidy siites 


Livavod o . AM 


BRA GUAM + 3¢ BOY Hea FI HSH TP ihaMeiaky ani ; 
7 ' 
s abt oo i. 2s) 
bad 7 
{ = » % n) “e we = %- js eet wig s 
a if: 4 i Be = #5 fh Jap ~ i 
‘i Pot p te ee at sos taagey s ip hte 
HoOKAT S34 Bian biiGW sat SHVMATBR Tein 4S f 
; | 
ae ie Fs nit 8 SS a 
s Ariat Y .t8% ,neistirshaos 
, % 7 aAat eee 4 is pd oe BREA: su +. = a weit uti a rin 
7- <8 ~ ty a, SS bia a Putuh vey Uti ee ¢7ir 
' 
i : fy bets ok ee ee a ae - . fay Koide gd teed ete 
: Pees bead fae SF si = WT LEBRRTIW ser 
2 , en Me =i ’ 2 e 
ero si¥ elisa 2! as Sit vetniod sd Yo Holds suo Hf! 
- 
ev i Sy * ge re at 2) oR ot oe . eo a 7 
i200 BODY Mow OF sak SH i ay cu + of ofde 
\ 
of = > 
Th ie f sy : ond : t r _ r Py . a iv F. ~— - 
id 44) } Lae! ; 2 hig 11) 2 z ej af al tode-+pbr =-aMol DszaBSsrts 
oy s¥iz to ¢xd6e blow of ttend slguas add 46 ocuten Yeu 
, il — . dies bo d2 ty SP ae Ge 5: Fy. Sa J ela 10 tis sn v tov 


#8} Jathes SHHd SYont smtag s 
evan I ak ome anord font dent uM sdmenod 0. 8M 


Mogae oF Jez) ciae 27 fay ioe oa bobs ii it 
+ hy ; 


. fi 7 


ape - (Ce 


- 12068 - Mr. Harries Cr.Ex. 


that. 

MR. FRAWLEY: Mr. O'Donnell is going to produce 
something now. 

MR. O'DONNELL: In any event, the principles you 
suggest in your new 314A would be no different for rates 
of the kind we have just been speaking of, of the 
transcontinental rates of which you complain? 


A. MNS, Nobedny different sac tabby sir. 


(Page 12072 follows) 
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Q. Now, if my understanding be correct of the 
situation concerning the existence of rates to inter- 
mediate points which are higher than the through 
rates, through competitive rates, then under your pro- 
posed amendment all those rates would constitute vio- 
lations of the long-and-short-haul proposal that you 
advance? 

A. Well, today they are violations of the long- 
and-short-haul proposal. As you say, the difference is 
that under this new section 314A it would be our sub- 
mission that the tests which we list here or the prin- 
ciples would have to be applied to those rates. 

Q. Well, they would not be violations, would 
they, Mr. Harries, if the Board is satisfied that, 
owing to competition, it is expedient that they be 
allowed to prevail? 

A. Yes, they are still violations, but they are 
Justifiable.in that instance;.I mean,, they do not offend 
the statute, but they are violations of the rule, which 
4s. a sort of academic. thing. 

Q. But under the statute they are quite legal and 
proper? 

FeO) Grebe 

Q@. Now, what consideration have you given to that 
aspect of the matter, if all those rates or a considerable 
portion or number of them were held to be violations 
under the proposal that you put forward in your new sec- 
tion 314A? What consideration have you given to the 
fact that further general increases in rates might be 
necessitated to meet the additional revenue required by 
the railways? 

A. I think our position in that regard, Mr. 


O'Donnell, is as stated in our rate principles brief, 


od rf PeMETO aa WRG ee : Wm EL del | 
| +5 
TOFHL OF Gddar To S19 BERS 9¢ + an A999 | asi 
r dgucseta eid fants yerigth 258 iotew. etntoa s a 
“ONS SOW Tel anise ,s°o°oR ayta liege ‘dguortd, 28 — 


eoty Tinidieerse Bivow softest ssodt- fis J Rombaans beara 
Oy. isd? Anacgqotg Lush. j}sods Aon RAOL 28F tO sniotish. : 


Lise tS 10ne-Rys 


Bin? tohpar Zend 


‘ 
' 
} 4 - 
; u ' x vs Hewoll ‘ 
ol 
th 
{3G ore a 4 a; 2 + > ae +c i 
’ t > % 
¥S4sy rs Wah } tive kee § 7 Ofto ae & ot ap 7 Silt, 
i 
. ; . sn 3g * ' 7c my a “i 
. Fe at £ Fe ta iy ‘ 3 i y iP daw ob ate 
: 3 » é m. * ~ «> sy ~ oe 5 
‘SOLAS oigebRos- Io SIO8 8 BE 
é az 4 = £ . ct 
- iw bP 7 PP 1 is j pw ee a a ~ & ee ide 8 7% 
L& fOr 
{ 4 
. te ‘ ra ef. 
7 F a ag 7 y 
OY ovem noive7tspisaos geaa ,woH .O 
ay 3 ijz tf ,3afZeam sit Fo Foeqcés 
s . oe & fe “ 
j ay | 4onW mony 30 teadmg 70 nolgaog : 
‘. 
sh Fax obey n<x #adt feonrener c : es P 
Re OS swae’ 8 ot, vans +SLOGO TC Wis IS 
: ‘ - 
i 


2UiB. HO" svad soktevabianos geadW. FAME nots 


ad i, ° fis BOGS O34 ke , £68" foaiye eof ans a | ae. sost < 


soves £eegslabs odd. joom of hedaettessosa 


swiisa edz 
Ort got FEAT Mi ast ieog ayo) wotdd By 


ie ” : 
3 4 EE ome t 
_ | i 


ji 


Mr. Harries’, cr-ex. 
- 120735 = 
where we say that in our submission the first problem is 
to get a rate structure which is equitable to the various 
regions of the country, and then the net loss or net gain 
in revenue that results from the adjustments which we 
suggest can be taken care of in a revenue proceeding. 
That is, we do not admit that alterations in the rate 
structure as such, because they may give the carriers 
either more or less revenue, can be denied simply from 
the revenue standpoint. 

Q@. Well, none of these proposals that you have put 
forward, as I understand them, would have the effect or 
were to the effect that the rates should be raised in any 
instance? 

A. I submit, Mr. O'Donnell, that in connection at 
this particular new section that we are talking about now, 
the effect of this might be to give a considerable in- 
crease in revenue to the railways. 

wo seen Now; @il these things, wnat are set out 
in your new section 314A as to matters whichshould bs 
considered by the Board -- the Board is at present under 
the statute empowered to review all matters of that kind? 

A. Oh, the Board does not lack power to look at each 
one of these things, no, sir. 

3. Now, if this proposed amendment of yours were to 
become embodied in the Railway Act, would it not in your 
view tend to retard the ordinary day-to-day ratemaking 
business of the railways, and possibly even to the detri- 
ment of shippers? It would involve considerable delay, 
would it not, in submitting these things to a Board and 
waiting for a hearing and approval and that type of thing? 

A. Do you mean initially with those which are in 
existence now, or a new application? 


Q. Well, any to which your section would apply might 
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necessitate an application to the Board for approval? 
he Yess “yes, they wouidy 

Q: “And the competitive’ rate could not’ be put in 
under 314A until such time as the Board had approved the 
rate? 

A. Well, we believe that it would be possible for 
the Board to grant temporary approval if on thu face of it 
it looked as though the rate would conform to these things 
and if there was not any serious opposition, and that then 
they would have to time to study it and if necessary a 
hearing would be held and the action of the Board would 


be confirmed. 


@. Well, under the situation that prevails at the 
present time, a rate that was put in that had any bearing 
on Calgary or Edmonton I assume would draw opposition or 
objection from my friend Mr. Frawley, possibly; then the 
result would be that there would have to be a review by 
the Board, study by the Board, and possibly a full-dress 
debate and hearing, before the rate could be approved. 
Isn't that the way it would work? 

A. If Alberta or Mr. Frawley felt that they had a 
case they would certainly pursue that. 

Q Orvany shipper? 

Dee Leo < 

Q. Or any wholesaler in Edmonton or Calgary who 
thought that some competitive rate or change in the com- 
petitive rate that might be put in by the railways to meet 
water competition at Vancouver ‘would affect him in any way, 
could object under your proposal, and that would tie the 
whole matter up until the Board had considered it? 

A. Mr. O'Donnell, I do not think it is a matter of -- 
he could object if he thought it was going to hurt him at 
ais he could ooject if he thought he could make out a 
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case, under the Act here. 

Qeoowes, thateier rlshts bats hem would not) nave? to 
Drove thaucasea till it got to the captain's desk,. and 
when the Board was reviewing it it might be found that he 
had no case or he had a case, but meantime it would hold 
the thing up, would’ 1t! not? 

A. The onus would be on the railways to show these 
several things. 

THE CHAIRMAN: Mr, O'Donnell, are you purporting 
there to interpret this proposed new section 314A? 

MR O'DONNELL: I am just asking how it would work. 

THE CHAIRMAN: I have it before me here, and it 
seems to me to state that the rates must be first estab- 
lished to the satisfaction of the Board by the railways. 
Isn't that what you say, Mr. Frawley? 

ME BRAWGLSYSO,.Yes, sir. -1t: is the Board's appli- 
cation for departure -- I mean it is the railway's applica- 
tion for departure. | 

THE CHAIRMAN: Is it your intention that the 
coming into force of this proposed amendment by you should 
nullify all existing rates of this sort? 

MR FRAWLEY: No. That is a very proper question, 
Sir. There would immediately arise the case of existing 
departures, existing violations, and they would have to be 
protected; they would have to be protected. 

THE CHAIRMAN: Your amendment will require m 
addition, toma t. 

MR FRAWLEY: To protect existing departures? Oh, 
yes. 

THE CHAIRMAN: In respect of rates now in force, 

MR FRAWLEY: Yes, that is right -- which offend. 

THE CHAIRMAN: Otherwise you would nullify them 
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MR FRAWLEY: Yes, that is right; and the question 
of protecting existing departures from the rule would have 
Lop penc ons. dercas 

MR O'DONNELL: That is not contemplated and con- 
sidered by the draft. 

THE CHAIRMAN: That is what I notice on reading 
iv over heres) tAwould have, the eitectrol nuilitying 
everything that is now in existence. 

MR FRAWLEY: Q. What do you say about that, Mr. 
Harries, please? 

THE CHAIRMAN: Well, is that your intention? 

THE WITNESS: No, sir, we--- 

THE CHAIRMAN: Anyhow, Mr. Frawley, if such is 
not your intention, if you intend to safeguard existing 
rates pending some revision of them, I wish you would 
draft, then, a proviso. 

MR FRAWLEY: Very well, because that is true; 
there will be a temporary situation, a pending situation, 
vhich would have to be taken care of. 

MR O'DONNELL: I only take what is given, my 
lord. Iwas just inquiring of Mr. Harries as to how it 
would work. 

THE WITNESS: Pardon me, Mr. O'Donnell; I must 
have misunderstood you. I thought we were talking about a 
new application, not one which would be in effect when this 
Act came in. Iemean, I thought this was--- 

MR O'DONNELL: But, as the Chairman has pointed 
out, upon this coming into effect, as I understand it, all 
rates which have not been approved or allowed would be in 
suspense, unless you qualify the proposal by some later 
draft that Mr. Frawley will concoct. 

MR FRAWLEY: If you would be good enough to 


direct your cross-examination on this premise, that there 
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Mr. Harries, cr-ex. 
- 12077 = 
must be something in the legislation which would give the 
railways a certain time within which to comply and to 
bring the rates in line with the present rule. That is 
quite simple. 
THE CHAIRMAN: Later on we will have your 

revised--- 

MR FRAWLEY: Yes. I thought I was assisting 
my friend in continuing his cross-examination. 

MR O'DONNELL: That is quite right. I am just, 


as i said, taking what you originaily sev up 4s 3 


gtraw man, as far as I am concerned, to be knocked down, 


and you want to bolster it up some more with another 
draft. We have to look at that when it comes. I was 
just asking Mr. Harries how it would work. 

Q. Under your rule, Mr. Harries, supposing we 
take a new rate, not one of the existing rates that Mx 
Frawley is going to protect some way or another, but a 
new competitive rate to be put in; Il would just like to 
know what the railway would be faced with there and how 
the matter would work. Let us take, for instance, some- 
thing in your own province, say a truck rate between 
Calgary and Edmonton, for instance. There are a lot of 
trucks operating between Calgary and Edmonton? 

A. Yes, there are a number. 

Q. And the railways compete with those, do they not? 

hy, “OR, ves: 

Q. And from time to time I would assume that the 
railways have had to put in competitive rates to meet 
the truck competition, in so far as they could determine 
whatit was? 

feu) Lees 

Q. And, having put ina rate, and having had it 


approved, for instance, to meet say a 50-cent rate for 
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Mr. Harries, cr-ex. 
- 12078 - 


carrying groceries between Calgary and Edmonton, the 
railway might succeed in satisfying the Board that it was 
necessary under 314A and ultimately get approval. Now, 
having got approval, and having published the tariff, the 
trucker who wanted to retain the business might cut 

under that again, might he not, with absolute freedom, 
under your set-up out there? 

A. Oh, yes. 

Q. The railways then would have to do what,to meet 
that further rate? Come back again to the Board and ask 
for approval of another rate? 

A, Mr. O'Donnell, I do not want to interrupt you, 
but it is inconceivable to me how you could have long-and- 
Short-haul discrimination as a result of truck transporta- 
tion between Calgary and Edmonton. 

Q. Well, I am just inquiring how that would work, 
in the event that there might be. There are intermediate 
points between Calgary and Edmonton? 

A. But the truck follows the railway, and 1t goes 
through all the intermediate points. 

@. None the less we might want to have a rate from 
Calgary to Edmonton, a through rate, to compete with 
through truck competition, might we not? 

A. I will grant you the hypothetical situation, 
certainly. 

Q. I just take those; I do not know whether in 
practice that would occur there, but, whether it was 
Calgary and Edmonton or any other two points that we might 
select where there would be a through rate, with a number 
of intermediate points, your section 314A would come into 
play ? 


A. Yes, where there is long-and-short-haul discrim- 
ination. 
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Q. Now, on that premise, that the railways got 
approval of a competitive rate to meet truck competition, 
and the trucker then cut the rate, the railway would have 
to go back again, on your suggestion, to the Board for 
further approval, would it not, of a new rate? 

A. It would depend what the Board said in your 
Original application. It might, for instance, say that 
any rate above -- well, it might establish that there is 
competition, and then with regard to Part 2, where we ask 
that the rate in effect be compensatory, they may say 
there that anything above 15 cents a car-mile, for example, 
is a rate which would conform to this, and then they would 
leave you free to set your own rate. Now, if it went down 
below that, you wanted to put a rate below that, in order 
to meet the competition, I think the answer is, yes, you 
would have to come back to the Board and ask them to review 
it. The Board may do one of two things, I would Suggest. 

Q. All I am interested in is, you would have to go 
back to the Board for review? 

ye Leas 

Q@. And when we go to the Board we have to file a 
specific rate, a specific proposal, and that is the rate that 
1s approved or disapproved, as the case may be, is it not? 

A. No; I think you may say that we would like to have 
a rate not lower than 50 cents, as the case may be. You 
could have the rate, 75,.4f thatide what. you want. 

Q. Do you suggest that then your new section 314A 
Should be further qualified to permit of that kind of situa- 
tion? 

Awe NOs 

Q. But as it stands today it amounts to this, that the 
railway would, on the case that I put to you, be obliged to 


return to the Board for further approval? 
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A. If the rate that they wanted to charge was less 
than the rate which the Board had looked at previously. 

Qe @ Vee. 

fe NGCSh (Sir. 

Q. And as and until the railway gets approval, 
which may take two days, two months, two years, depending 
upon when the Board can hear the matter, during all that 
time the railway is prevented from entering into competi- 
tion with the truck on the rate that would be necessary 
to get some portion of the traffic’ 

A. I suggested, Mr. O'Donnell, that the Board could 
grant a sort of interim approval if they were satisfied 
that there was every likelihood that these five provisions 
would be met by that rate. 

Q@. But, in any event, whatever delay would be en- 
tailed by coming to the Board for approval would have to 
be suffered by the railway? 

A. A delay of a day or a month, certainly. 

Dal AYGer por eormer: 

Ba Le. 

Q. My friend points out that your section here’ as 
proposed does not provide for any interim approval. 

A. He has to establish to the satisfaction of the 
Board we well, that is certainly a matter that could be 
left up to the Board. He might have a prima facie case--- 

Ot Ae Tar es, that 3s concerned, it gets to this, 
that he has got to go to the Board before the rate can be 
put into errect’ 

A. That is right. In this matter the Board is going 
to be boss. 

Q. For instance, these criteria that you have here 
for the Board's consideration -- number 4 has to be con- 
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"The rate to the competitive point is not lower 
than necessary to neem neice 2 
Now, in your jurisdiction it would be very difficult, 
would it not, to determine what would be necessary to 
meet the competition of the trucks that I am speaking of? 
In your province there are no fixed rates or anything of 
that kind that one may go to and consult and see exactly 
what the rate is. All I am interested in is, how would 
the Board get the information contemplated by section 4 
when it comes to dealing with a competitive rate in the 
Province of, Alberta? 
MR FRAWLEY: Involving long-and-short-haul 
discrimination. 
MR O'DONNELL: Yes, or any other competition, 
as far as that is concerned. 
MR FRAWLEY: Oh, no. 
MR O'DONNELL: All on the thesis of the example 
that we have been discussing. 
THE WITNESS: I think they can find out what the 
rates are -- even ask Dench of Canada. 
MR O'DONNELL: Q. You will agree that there is 
no official record of what the rates are, the truck rates? 
A. Oh,owess there is; no necond,, ne. 
Owriniher oon. me? 
hy «=NOg. there is no. records 
Q@. No record at all? 
Ay \NOs 
Q. And you suggest, then, that the Board would get 
information which would satisfy it as to what the rate 
which might be necessary to meet the competition would 
be, in what manner? 


A. By simply inquiring as to the extent of the com- 


petition and--- 
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nro oe Mr. Harries, cr-ex. 

Q. How would they get that? Inquire from whom? 

A, Well, from the people that are providing the 
competitive service, or the people that are using the 
competitive service -- in exactly the same way, Mr. 
O'Donnell, as you find out how to set transcontinental 
rates today, on the boat, when it runs. 

Q. We will get to the boats a little later, but at 
the moment with respect to the trucks, you suggest the 
Board would summon the truck operators to come and give 
evidence as to what rates they were charging? 

Ay Nopwl edo mot: 

Q. Where would the Board get satisfactory evidence 
as to the rate which is necessary to meet the competition? 
_- pecause I think we can agree that the Board has no 
jurisdiction over the truckers? 

woe. That srienc 

Q. They could not ask the truckers to come in and 
give evidence as to their business and the rates and 
charges they make? 

A. No, they could not. 

Onoviind Here. TLS TIC. official record to go to to 
get it; you agree with that? 

A. That is right. I think they would inquire of 
the truckers, the same way as they find out today. 

Q. Yes, but if the trucker took the position, "Tam 
not bound by your federal Board of Transport Commission- 
ers, I am not under any obligation to disclose my busi- 
ness, which is strictly a provincial matter,’ then where 
are you? 

A. We are in a hypothetical situation. 

Q. Well, that is one way of pointing out some of 
the difficulties. Thank you very much, Mrs Harries. 


COMMISSIONER INNIS: Q. You mentioned Dench; 
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Wc 9 Mr. Harries, cr-ex. 
you regard rates set by that firm as competitive? 
. WY Nesm sir, © would; a8 tar.as vhe cariris, railway 
tariffs, are concerned. 

Q. Although owned by the Canadian Pacific Railway? 

Re). Yesn You might run into some difficulty there, 
put as far as the tariff language 1s concerned, the rates 
would be competitive, sir. 

Q. As far as you are concerned? 

A. Yes. It is inconceivable to me that truck com- 
petition can cause long-and-short-haul discrimination. I 
certainly know of no instances. 

THE CHAIRMAN: Q. Tell us why you say that. Have 
you in mind now Calgary-Edmonton? 

A. Well, almost any situation, sir, because of the 
fact -- well, take in Alberta, the roads run pretty nearly 
the same, touch the same points as the railway does, and 
in order to get long-and-short-haul discrimination you 
have to have one carrier going to a point which the other 
carrier does not serve, and that is not the situation as 
far as I know, sir, in any place in Adberta.” It is the 
Same problem as with passenger service, you see. You 
cannot have long-and-short-haul discrimination on passenger 
service, because if you try to charge a higher rate to the 
iIAtermediate point the passenger just buys a ticket to the 


competitive point and gets off at the intermediate point. 


(Page 12085 follows) 
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Q. Asa matter of fact, have you any complaint 
in mind today es to rates between Edmonton and Calgary? 

A. Not in connection with this, no sir. 

Q. You have none? 

foe NOn Sakis 

COMMISSIONER ANGUS: Q. I understand your answer 
sbout the trucks to be that competitio would never be 
absent at the intermediate point? 

A. That would be my general submission, yes. 

Q; Might this situation arise in theory - that the 
competition at the intermediate point might not be worth 
meeting, that the amount of traffic that would be in jeo- 
pardy would besr a low ratio in some cases to the amount of 
traffic that would be safe, in any event, and it might psy 
to make a competitive rate to the distant point and not 
improve the net earnings of the railway to make a competitive 
rate to the intermediate point? Would that be a possible 
situation? 

A. Theoretically, sir, that would be, yes. 

Q. One other question. We have been using Vancouver 
throughout as the example of long and short-haul on trans- 
continental retes. Does the same situation exist in respect 
to Prince Rupert? 

hy “Yess 1 think Lt does. 

MR. O'DONNELL: I forgot one question, my lord. 

Q. With respect to criterion number one of your 
proposed amendment, it is that the Board should be satisfied 
that there is active and compelling competition. Now, what 
do you understand by"active and compelling competition"? 

A. I think the best way to explain that is to 
refer to the record yesterday where we put those three 


cases of the United States on, and indicated that the 
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phrase "active and compelling competition", eas used by us, 
refers to a competitive situation which is real and not 
imaginary. 

O.onWells thetedsnalirelativegnden'!s 207 

A. It Se relative to,- 

Q. How much competition would have to exist for 
you to consider it as active and compelling? For instence, 
would the railways have to wait in the case of water com- 
petition until a boat or ship had actually taken s cargo? 

A. No, no, they would not. We say that active 
competition exists when there is, first, 8 competitive 
movement, or, second, when there is a reasonable likelihood 
of such movement if an adjustment in rates is not made 
to forestall ats jThatiis) what weesay. 

Q@. Well, who is going to determine whether it is 
compelling or not? Have you got to go to the Board again 
an each Gascrtonzet:a Yulingyon that? 

THE CHAIRMAN: Well, it says So. 

THE WITNESS: Yes. 

THE CHAIRMAN: Unless the carrier hes first established 
to the satisfaction of the Board that there is active and 
compelling competition. I think those words "active and 
compelling" must be taken from the United States statute. 
It sounds like it. 

| MR. O'DONNELL: I think the likelihood is that that 
is where they did come from. 

THE CHAIRMAN: Then that languege has been interpreted 
in their decisions. 

MR. O'DONNELL: I was just wondering whet Alberta 
suggests to the Commission those words mean,so fer as the 
proposed amendment that they put forward is concerned, 

A. Well, we believe that if there is reasonable - 


4f the traffic is moving or if there is a reasonable likelihood 
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| of such movement, having in mind the cost factors, and 

so on, that then that is active and compelling competition, 
and even, for instance, in the case of - suppose you had 
competition in e - someone had threstened to build a pipe 
line and that could certainly be, - if they had the money 
to build 9 pipe line, end the reilways efter studying the 
economics of it felt that they could move it sat such and 
such a rate, and so on, that would be active and compelling 
competition. 

Q. Even although the pipe line had not come into 
being? 

A. Oh, yes. We never suggest you build a pipe 
line before you give them the rate. 

Q. Iwas just trying to see what you meant by it. 
Do you suggest that in the case of water competition a 
ship should be actually available? 

THE CHAIRMAN: Well, you have e ship. 

MR. O'DONNELL: Yes, that particular one - 

THE CHAIRMAN: I do not know whether you call that 
ship the competitor. 

MR. O'DONNELL: Well, that is again the thing. 

MR. FRAWLEY: That is the competitor. 

MR. O'DONNELL: Q. Take thet very ship we have 
referred to so many times, Mr. Herries, - I take it that 
your position with respect to that is thet 16 is not 
active and compelling competition within the meaning of your 
new proposed Section 314A. 

A. Theat would be for the Board to determine, but 
in my submission it is not, because I think wt, you. fii. 
thet ship up every time it runs between those two points, 
that you would lose more money by. lowering the rates in the 


face of that competition. 
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Q. Now then, how many ships would you consider on 
the Montreal or Halifex to Vancouver run would constitute 
active end compelling competition? Someone would have TO 
look into thet, wouldn't they, end that is the Board? 

A. Yes, the Board, yes. 

Q@. And until the Board has done that, the reilways 
cannot, in any shipping season - and it is relatively Short - 
cannot meet competition, such as it may be, with respect to 
water traffic? 

A. Until the railweys have satisfied the Board that 
there is active and compelling competition, they cannot 
create long and short-haul discriminetion. 

Q. And it might be the season after the one that 
they are talking ebout that they get the approval? 

A. Well, the railways move quicker than that, sir. 

Q. Would not a similar situation prevail with respect 
to the rates on the St. Lawrence River and Great Lakes? 
For instance, if there were a change in the water rate or the 
truck rate, then the railways, in order to meet that compe- 
tition, would have to go back to the Board, and it might take-- 
whatever time it would take--to get the approval, and in 
the meentime they would be precluded from taking any of the 
business that they had previously had? 

A. Well, the interval might be very short. 

GO, And 2G0mient be very lone? 

A. In some instances. 

Q. It might be long enough so that they might lose 
an entire season's business with respect to certain types 
or creatlic? 

h. It 26 possible, certainly. 

Q@. Whereas the trucker, with whom the railway is 


competing, can change his rate over night at his whim in 


your country? 
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A. And the man who runs a ship on the ocean can 
change it overnight in his country. 

Q. That is quite true, and only with freedom of 
action on the part of the railweys can they meet such changes 
‘that they may have to face? 

Be Edo not’ think it calls 

Q. With the long delay, or such delsy as it may be? 

A, Ido not think it calls for complete freedom, sir. 

Q. Now, have you considered what the effect of 
your proposed 314A might be on the agreed charge section 
of the Transport Act; have you given any thought to that? 

A. No, because we have asked to have the agreed 
charges removed. 

Q. Thank you very much, 

COMMISSIONER ANGUS: Q. If we might follow up for 
one moment the suggestion that the pipe line that was 
projected but not constructed constituted active and com- 
pelling competition, Would account also have to be taken 
of point 4 of the proposed amendment, that the rate that 
the railway might quote must not be such as to prevent the 
construction of a pipe line? 

A. I do not think we - you say that the rate is not 
lower - not so low that it would prevent - 

Q. Not lower than necessary to meet competition? 

Ay eS gL 

Q. Now then, in that event, the compelling competition 
is that of a pipe line that is planned but not constructed? 

i na ike Bes 

Q. And, therefore, if the effect of the rate quoted 
by the railroad was to discourage and prevent the construction 
of the pipe line, would it be too low, being lower than neces- 


sary to meet that competition? 
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dm oINohe: Wwouldynot think rscAcci rs 

Q@. So you think it would be quite 911 right under 
this proposed amendment for the railway to quote a rate so 
low that it prevented the proposed pipe line from ever 
being constructed? 

A. Yes, I think to be effective, that it would have 
to be in that particular instance. 

Q@. And that would not echieve the objective that we 
were told about in the case of the United States, about 
maintaining vigorous competition? 

Mae No, with a thing like a pipe line - 1t is either 
vigorous or it is dead, I guess, and you have to take your 


choice. 
CROSS EXAMINATION BY MR, SINCLAIR 


Q. Just to start with a few general questions on 
transcontinental rates: I understand the purport of your 
evidence to be that you contend that the transcontinental 
rates injuriously affect Alberta? 

A. We submit that they have an injurious effect on 
buisness, yes. 

Q. The snswer is yes? 

Agi, YSss 

Q. Now, your concern lies not in the class rates 
but in the competitive commodity rates; that is correct? 

AS. Yeas 

Q. If the railways are faced with competition in 
British Columbia on traffic from eastern Canada, and 
published a toll to meet that competition, how is Alberta 
injured? 

A. Well, they may be injured in two ways: Eilvrst, 


they may be injured relatively, and we have indicated the 
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problem of the back-haul area in that connection; and, 
secondly, they may be injured absolutely; that is, they 
may find that they may have tO. pay. more’ din order.to allow 
the railways to meet that competition. 

Q. There are two instances of how Alberta is 
injured; one is the back-haul problem, and, secondly, there 
is the question that they may have to pay more for the 
intermediate point? 

A, Yes, the relative and the absolute effect. 

Q. Those sre the only two ways that they ere 
attectven’ 

A. They could only be affected relatively and 
absolutely. 

Q. There is the back-haul? 

A, Yes, and that is reletively. 

Q@. And there is no othor thing under the heading 
of"relative"? 

A. Yes, we relate the position of the vegetable 
canning industry in southern Alberta. That is a relative 
disadvantage. 

Q. Arising from long and short-haul discrimination? 

Ay MNES 

O...7 That. Ls. correct? 

Dene te Sie 
Osu And dtcis relative to whom? 

A. Relative to the eastern Canada packer who gets 
into Vancouver. 

Q. And, is that not a case of what you would call 
market competition? 

A, No, Regarding the rate from Toronto to Vencouver, 
it may be in part a market competitive rate or it may be 


8 ‘carrier competitive rate; I am not in a position to say that. 
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Q. Well, let us take a canner at Magrath or Taber, 
and the canner at Hamilton; the traffic from Hamilton will 
move through Calgary on the Main line of the C.P.R. to 
Vancouver, is that correct? 


A. I suppose it may move through the Crow just as 


well. 
Q@. Do you think it could move through the Crow? 
A) ols Would ‘think-se. 
Qs And’ "ie the ‘station at Magrath on the Pine 
with Crow? 


Ay Wel, you said Taber, ‘and Taber “1s. 

Q@. Do you know whether or not that is on the route 
for traffic to Vancouver? 

haw Noge Ido not. 

Q@. Under your absolute example, that would be 
where the intermediste rate was higher than the destination? 

Rw) Thay as correct, 

Q. And that is the only example that you have of the 
injurious effect of the long and short-haul principle in 
the absolute sense? 

he YoS. 

Q. Now, to injuriously affect Alberta would be tke result 
in the absolute sense, of the railways having not used 
good business judgment in fixing their competitive rates; 
thats ‘correct, ie 1t not ? 

A, They might have put a rate in that is too low. 

Q. Well, that would be a lack of good business 
judgment on the part of the railways, thet would we correct, 
would it not? 

A. Yes, that is one part of the absolute disadvantage. 

Q@, I thought that was the only example you gave me - 
where a rate to the intermediate point was lower than the 


Gabe tothe westination point? 


A“ - z 
i Creeley dawonde a 


roo fanny eh tev oa 


=a ‘ -= 

P . - F mf at é i Revere ‘ 

ay Pre “OED. 2 AAAS ou pn FBO YS 4 
riled : ¥ Ld 7 


te COT Vom ffieg JL Nees MOE GC 


woint Sfuow 7 


Molveta srt 


SsTtsniw 


Frismnh 


- 12093 - Mr, Harries Cr.ex 


‘A.’ Well; that is a very happy situation. 

@. When the rate to the intermediate point is 
higher than the rate to the destination point, that is 
the only example of ebsolute injurious effect to Alberta 
that you want to bring to the attention of the Commission? 

A Hine Deir bene. 

Q. And for that to be a disadvantage would mean that 
the railways were not using good business judgment in 
publishing e competitive rate to the destination point; 
is that correct? 

A, No, it is a disadvantage whether they have used 
good business judgment or not - the fact that there is a 
difference between them - it is 2 disadvantage. 

Q. And that disadvantage is something that you ask 
this Commission to remove? 

A. No, we ask them to modify it as e result of 
putting in a new section 314A. 

Q. If good business judgment on the part of the 
railways required that a competitive rate be established 
how can you say that Alberta is injuriously affected in 
any sense, absolute or otherwise? 

A. Well, the railways could use the best business 
sense, but Alberta would still be injured relatively and 
absolutely. The mere fact that there is a differnece 
in the rates causes those two things to be true. 

Q. Is your last answer the basis upon which Alberta 
rests its case? 

A. Iam afraid I do not understand, Mr. Sinclair. 

@. Well, you said the mere fect that there was a 
difference in the rates, showed that Alberta was injuriously 
affected. I ask you if that is the basis on which Alberta 


rests its case? 
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A. We rest the case on the fact thet we are injuriously 
affected by long and short-haul discrimination, yes. 

@. YOu said the mere difference in the raves showed 
that Alberta was injuriously affected. Now, I am asking 
you, is that the basis upon which Alberta rests its case? 

We NOT Gia nov say that. .more, ailt crence, in 
the rate meant that Alberta was injuriously affected. I 
ssid the mere difference in the rate meant that relatively 
and ebsolutely Alberta was at a disadvantage. 

Q. iInjuriously affected? 

A. Not necessarily. 

Q@. At a dissdvantage, but not a disadvantage that 
Goce mov result in injury to Alberta; is’ that correct: 

A. They could be at that disadvantage and not 
necessarily be injured, certainly. 

Q. So there may be a problem before the Commission 
in which there is no injury to Alberta at all, that you 
have in your Brief, a problem that you set out in your Brier 
that has resulted in no injury to Alberta at all? 

A, There may be a case in which there is no un- 
werranted injury, but I think when there is a relative and 
an absolute difference, she would be at a disadvantage. 

QO, IT am asking = "T an taeivineg about injury’ = 2 want 
fo have it ‘clear what injury Alberta Is surfering? 

A. Well, she may not be suffering, well, that word 
"injury" - I would say that she would be at a disadvantage, 
but it may not be an unwarranted disadvantage, and if injury 
is the same - if injury means an unwarranted disadvantage, 


then I disagree with you. 
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Q. Would you say an unwarranted disadvantage 
to Alberta was the same as lack of good business judgment 
On the part or the Yailways in: publishing tolls? 

fA. iG may in part be a lack of good business 
judgment. 

9. If it was only 4 part, what part are you 
leaving out? 

A. Well, for example, the railways may publish 
a rate which creates long-and-short-haul discrimination 
because of the connection between that particular rate 
ena that’) particular traffic and some other parts of their 
pervice, 86 that you cannot say that it was bad business 
judgment to publish that particular rate. 

Q. And yet it would be unwarranted, an un- 
warranted disadvantage to Alberta? 

A. Yes, taken in the main 10 would: be. 

Q. Taken in the what? 

A. Lil Ube Mmaln 10 would be. 

Q. T:ken in the main it would be. What do you 
mean by that? 

A. In the main it would be. 

2. What do you mean by that? 

A. In the main it would be an unwarranted dis- 
advantage as far as Alberta is concerned. 

THE CHAIRMAN: I think now you are probably dis- 
cusSing the meaning of Clause 3 in this proposed new 
Section which ma! it one of the conditions that the 
rate to the intermediate point is just and reasonable. That 
1s what you have in mind, I suppose, have you? 

MR. SINCLAIR: Yes, and also, my lord, the statement 
that was made by the witness Harries at page 11642 of the 
transcript when he first took the stand to present this 


brief in chief, when he said "that the transcontinental 
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rates are where the most flagrant Fee nated ob leufound 
and I am using his words - "the most flagrant discriminat- 
Lon) 

‘THE CHAIRMAN: That may be because those rates 
Sin.against one of these five clauses. 

Mh, “OLNCLATR: That mayabe. 

THE CHAIRMAN: It seems to me if the railways 
are to satisfy.Clause 3 that the rate is just and reasonable, 
that would answer all this? 

MR. SINCLAIR: My lord, I submit that under the 
Railway Act, if they do not, that a complete and absolute 
remedy lies in the hands of Alberta to see that they do. 

THE CHAIRMAN: Yes, but always remembering that 
the intent of this amendment is that the railways have the 
onus on them first of all of showing that the rate which 
they are to provide for the intermediate points is just 
and reasonable. Now you point out, that at the present 
time anybody who thinks that an intermediate rate is not 
just and reasonable may go to the Board and complain? 

MR. SINCLAIR: Yes.ain. 

THE CHAIRMAN: But do you understand that, accord- 
ing to Mr. Frawley's proposal, the situation would be 
reversed, the railway would first have to show the Board 
that the intermediate rates are in each case just and 
reasonable? Then, I suppose, all these materials would 
eome.ins-.industries in Alberta suffering on account of it, 
are the consumers at the intermediate points paying an 
unduly high price because of an unduly high intermediate 
fireight.rate, and .6o.ons 

MR. SINCLAIR: Well .eit 18 for that resson, my lord: 
that I find it difficult to understand why the withess 
says that in these transcontinental rates Alberta is saying 


that that is the most flagrant kind of discrimination and 
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yet I am trying to find out from the witness how Alberta 
is injuriously affected,and I must say I am not getting 
any very definite examples from the witness and the 
suggestion, of course, in argument would be that he 
eannoti give anys 

THE CHAIRMAN: I am wondering whether you can 
bring your question down to points in Alberta which are 
intermediate points and question him about those points. 

MR. SINCLAIR: Yes, my lord, my intention was as 
soon as I found out about this flagrant discrimination 
so-called ,to pick out of the four figures that the witness 
has put into his brief on pisses 3 and 4, take him through 


thavrit (uhat..tsosatisfactory to your Tordship. 
Recess. 


MR. SINCLAIR: Now, in dealing with the so-called 
flagrant discrimination, -you’'do not mean,or do you, that 
the railways are flagrantly discregarding good business 
preetbice? 

A. Flagrant discrimination to me is discrimination 
of the order where you have a dollar to the competitive 
point and two dollars to the intermediate point. It may be 
entirely warranted but it is a discrimination and it is 
flagrant : 

Qe Yourtusesoiwhet terms based solely on a 
cgditiverence offarates? 

bu Vevvainiy. 

QO)... Ad) has nothivie to, do withwthevexercise or 
good business judgment by the railways or any injurious 
effect on Alberta whatsoever? 

fh. Mo, the mere existence of the difference is 
a discriminattion,and it is a flagrant discrimination when 


it is of thatt magnitude,two to one. 
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THE CHAIRMAN: Well, does not flagrant only mean 
"Apparent, visible"? 

MR. SINCLAIR: It may. It could also have other 
connotations, I submit,my lord, and I am trying to. see 
what the witness has in mind. 

MR. FRAWLEY: My friend is thinking of "in flagrante 
delicto” or something of that kind. There is nothing 
flagrant about my friend Mr. Jefferson or the Canadian 
National. 

MR. SINCLAIR: I am glad to have the record disclose 
that Canadian Pacific traffic officers use good business 
judgment. Now, at page 12039 of the transcript in answer 
to Dr. Innis, your view was that the railways could meet 
water competition if they published a competitive rate which 
covered total costs. That is Volume 61, page 12039 at 
the top of the page, that is, that the railways should not 
be permitted to publish a competitive rate which does not 
cover total costs. Is that what I am to take from that 
answer? 

A. "Total cost of the movement”. 

Q. Now, just what do you mean by "total cost"? 

A. Well, the cost that is. occasioned by moving 
that particular yorari ic. 

Q. So that what you mean is the amount that would 
be saved by the railways if they did not move Che Lone ice 

Now Yes - fl think that would «bea fair way, of putting 
ot 

Q. And so, therefore, it means out-of-pocket costs? 

Not it cloes nets 

Q. Does it mean out-of-pocket costs plus a pro- 

portionate share of constant eoest including .@-share,of 


return on investments? 


A, It depends on the particular movement and the 
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character.of the movement. 

Q. Well, when you use the term "total cost", do 
you mean it to convey to the Commission the costs that 
would be saved if the traffic was not moved plus a 
proportion of constant costs including a proportion of 
return on investments? 

A. ~ Well ~~ can, only, say that, depends .onm the 
particular movement as to what would constitute the total 
cost of that movement. 

Q. So, would you say this, that in dealing with 
one movement, total cost would be out-of-pocket cost? 
is that correat? 

A. ~That ais conceivable, yes. 

Q. And in considering another movement it would 
mean not only out-of-pocket costs but a proportion of 
constant cost including a proportion of return on 
investments. Is that correct? 

Ms VOSo) Chat. 1s,.correct. 

Q@. Now, in the latter case would you restrict that 
total cost to include a proportion of constant cost and 
&a proportion of return on investment to the case where 
the railways are meeting water competition? 

A. It would depend on the particular movement 
again. 

Q. C.n you give any example, or can Alberta give 
me. any example of where the competitive rate should not: be 
below the level of out-of-pocket cost plus a proportion of 
constant cost including a proportion of the return on 
investments? Cn you give me an example of that? 

hun» Phe cistinctilomd @amtryine tondrawiais., what 
if you have an occasional movement, total cost of the 
movement im that case might be simply the out-of-pocket 


cost but where you have 3 movement which takes place 
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throughout the year, in fact over a period of years, that 
the concept of cost there is radically different from the 
Paya anetance!, ends the’ tonceptseticost min: the: second 
instance could very well, I suggest, embrace this total 
cost percentage including even a return on investments. 

2. Now, we have transcontinental rates which are 
in all the- year round and they have been in for a good 
many years. Now, in publishing a compotitive commodity 
transcontinental rate ,wwould you say that the level of that 
should be fixed. on total costs in the sense that you are 
using it? 

hie dhawouldssay, Mri.lGineliair, that 10 would: have 
to be very close) tos that. 

Q. Now, in Alberta there is truck competition all 
thes yeariroundayv .Thatw lsdworrectgnis: i tenor? 

nee Meer 

On. Now; in- publishingsst competitive taritioco 
meet truck competition, would you apply the same criteria? 

fs Yes. tL: would 

Q. And you would not allow the railways to publish 
@ competitive rate to meet truck competition unless that 
rate was of such a level as to recover for the railways 
their out-of-pocket costs on transportation, 2a proportion of 
the constant cost including a return on investment? 

A. lesayliteowould have to be every near to ithat 
eevee. 

9. What does “very near" mean, MY’. Harries? Would 
you say within. ten percent of it? 

A, Ipwowld’not hazard. a guessPas torvhepéertentage. 
I think that would have to be considered concerning the 
particular movement. 

oO. But cerrainiy it would bermacheabeve out-of- 
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eee WOULW VEG. 

Q. Now you know that the concept of the Canadian 
Pacific is that competitive rates would meet the out-of- 
pocket costs plus some contribution to overhead expenses. 
Now I understood that you were in agreement with that 
proposition because I find at page 11647 of the transcript, 
to use your words, in dealing with the statement at page 2 
On, aypourcpriel 

"The railways will contend that as long as a 

through rate published covers the additional 

expenses it Occasions, the railways and all 

the shippers are better off." 

And the page of the transcript that I refer to 
is 11647 where you said you were in general agreement with 
this explanation. Now, do you want to change that in 
eoncurrence with the position of the Canadian, Pacific? 

MR. FRAWLEY: It only citesaproblem and does not 
give the solution. We examine the problem and propose a 
solution. 

THE WITNESS: I do not think I would wish to alter 
Vhet position at all. 

MR. SINCLAIR: You would agree with the position 
of the Canadian Pacific in regard to the level of competitive 
rates? 

A. Are you speaking now of the Walker Definition, 
so-called? 

Q. Yes. 

Aue No, J chink that is: incomplete. 

9. And so when you said that you were in general 
agreement with the railway's position, as you stated it on 
page 2, you want to change that now, do you? 

“a, NOs not at. all... There are imenmmore railroads 


in many more positions than the one that the Canadian 
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Pacific adopts. This is a general statement of the problem 
and we are in general agreement on it. 

Q@. Take a look at the way you express it on page 2 - 
never mind the so-called Walker Definition: 

"The railways will contend that as long as 

a through rate published covers the additional 

expenses it occasions : 

as? | Mesk 

Q. You said you were in general agreement with 
that? 

Paee ons Ceruaiuly. 

Q. And say that the additional expense that a 
movement occasions is what governs the level of the 
Competitive s.rate? 

Doel That 1S COPreat | 

Q. And you do not think that is out-of-pocket 
costs? 

INS, oman ie 

Q. In that sense then you differ from the 
position of Manitoba where at Chapter 1X, page le of the 
mimeographed brief they state in dealing with competitive 
rates; "That they should be of a level (and I use their 
words) sufficient to meet the out-of-pocket costs".? 

A... bt (that is (what. they state, chen inwmany 
instances I would disagree with them. 

Q. You want to have a fluctuating level of rates 
to determine the level of competitive rates. Is that 
correct, tO Sum Up your (position? 

A. IT think. different competitive situations require 
that either more or less, of the total cost picture be 
considered when you are determining whether the rate is 
COvering 1tSs.costs, yes. 
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of railway is used is not the competitive traffic, would 
Vou Hullo say une. che) TOotel cOseurenouLd De met DY 
competitive rates? 

A. I would like an explanation of "hard core"? 

Q@. That is the reason why the rallway was’ built, 
the majority of traffic moving over it, the reason why 
tuts SUuUNevanuorveLy a Major pert O11 tne Syscen. 

A. Ine concepy OF COSt that’ you use in meeting 
competition, in my submission’ Mr. Sinclair, depends’ upon 
the proportion that the competitive traffic is of the 
BOGeL UCL fcc, Ibe OOULIuencSe Of That Conpeblolver traiiic 
eng other Tactors Of thay navure. 

i. Ss Lone as Cine’ COMpetivive Ural ric, 1s" nou the 
hard core of traffic that is moving over the line, ‘you 
would not set the level of the competitive rate on the 
Debts OLN CClal Cooks nar 1s rien, Isw'. tc 

A. It would depend on the characteristic of the 
competitive traffic. 

Oy “DO CVOU KNOW I, thee Concer. Of “fixing sche 
level of competitive rates is adhered to by other regulatory 
boaites? 

A. I believe that it is generally recognized that 
the costs which are attributable to a particular movement 
depend on the characteristics of that movement and its 
convinuancy and so on, and I think’ such things @s that are 
taken into eccounr in, fixing the minimum levelvor a 
competitive rate by regulatory bodies. 

2. Do you‘know any regulatory’ tribunali-which fixes 
the level of competitive rates by looking at total cost? 

A; Phat’ is not what’ TIT said Nappens. “The answer 
oO unet 18 mo, bute lt do not contend thar 

Q. That is all I want to know. 


MR. FRAWLEY: Well, if the witness has something 
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to add to his answer, you do not mind his proceeding? 

MR. SINCLAIR: No, except that I would like to 
have it in sequence. 

Pup eve. not said, that. vou look, atthe, total 
Scot inwalloinstances!.. 1 saidvinwsome \inetances 1t,would 
have to be very close to the total cost. In other instances 
it might be simply out-of-pocket and I think it is a 
concept where one cannot be specific. 

Q. So in other words, in fixing a competitive 
rate level you have to exercise judgment? 

A. Most certainly. 

2. And does this come back to the fact that you 

are in some way complaining that the Canadian Pacific has 
not exercised such judgment in fixing the level of competit- 
ive rates? 

A. We simply say that the Board should require 
these certain things to be shown in each instance where 
there is a long-and-short-haul discrimination., 

2. If the Canadian Pacific has exercised good 
business judgment in setting the level of competitive rates, 
why do you want to have some other tribunal exercise that 
judgment? 

he jin cherfirst place Ido not think the Ganaditen 
Pacific is a tribunal so it is. not a matter of having "another 
tribunal", 

Qs All right, a regulatory tribunal. Don't fence 
with me. 

MR. FRAWLEY: He is not fencing; you just walked 

YAeAT vue ime 

MR. SINCLAIR: All right, I will walk right out of 
it and start again,Mr. Harries. In having the Board fix 
the level of competitive rates, do you think that they 


could exercise better judgment than the railway officers 
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have heretoefora(if this legislation goes into .ffect) 
fixed that level? 

A. I don't think it is simply a matter of better 
judgment but we think that the Board should require that 
these things be shown in each instance. Now, it might not 


boil down simply to -aimatter .of judement.at all. 


(Page 13013 follows) 
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Q. What would it boil down to if it was not judgment? 

He Welly as L tried to pointe oue, the railway may 
take a number of other things into account other than these 
particular things here. 

Q. That is not very clear to me, what "here" is? 

A. Well, what I have in mind is that in fixing a 
ompetitive rate the railway may have in mind the relation- 
Ship between that particular traffic that moves on that 
competitive rate and other trafiic which may be available 
to them, or they may even take into consideration the fact 
hat they want to move the goods transcontinentally instead 
of having them come around by boat, and considerations, 
general considerations--- 

Q. Do you think that in fixing the level of competi- 
tive rates any of those items should not be taken into 
consideration? 

A. I think wherc long-and-short-haul discrimination 
is concerned that the Board should have an opportunity to 
assess these several reasons. 

Q. I am trying to find out why; I am trying to find 
out whether Alberta believes that the Canadian Pacific 
officers have not exercised good Judgment and taken into 
consideration all these factors in fixing the level of 
competitive rates ? 

A. We believe--- 

Q. That is an easy question. Is that your view? You 

have spent months trying to figure it out. 

A. We believe that it is not sufficient to leave the 
matter of long-and-short-haul discrimination up to the rail- 
ways. We believe further that it is not sufficiet to leave 
the matter under the present section 314, subsection 5, and 
that is why we are proposing this amendment. That is our 


position. 
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Q. Well, are you proposing that the railways should 
be regulated just because you have a feeling, or do you 
think they should only be regulated if there is good 
reason. Lorait? 

A. We are proposing that they be regulated because 
there is good reason. 

Q@. All right. Now, what are those reasons? Is it 
a lack of good business Judgment in fixing the level of 
competitive rates by railway officers? Is that one of the 
reasons? 

A. That is part of it, I would suppose. 

Q. All right, then, you are making the charge, or 
Alberta is making the charge, that the railways have not 
exercised good business judgment in fixing these competitive 
rates? 

Da Uae] have (\vried to point cut-<- 

Q. Now, just a minute, Mr. Harrics. Is that or is it 
not the charge of Alberta? 

A.” BSid, have. tried tolipointi out, Mr. Sinclair, and 
as we said in our brief on Industrial Location, what may 
be excellent business judgment as far as the railways are 
concerned may not be and is not necessarily good as far as 
any particular community is concerned. We want the Board 
to take these things under their control. We do not want 
to tie the railways' hands. We want just affirmative proof 
of these several propositions, and then there will be long- 
and-short-haul discrimination. 

Q. Am I to take from your answer that you think that 
considerations other than business judgment should enter 
into the fixing of transcontinental rates? 

A. No, DT think it is probably ia matter) of. ss T think 
it is simply a matter of having the Board, which is, after 


all, charged with regulating these matters, have affirmative 
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proof shown to it that these various things are in fact 
the case, by the railways, and then you can have all the 
long-and-short-haul discrimination you want. 

Q. Is Alberta suggesting, Mr. Harries, that consider- 
ations other than business judgment should enter into the 
fixing of competitive rates? Surely you can answer that. 

A. That is a very simple question. In general, no; 
it is a matter of whose business judgment, I suppose, or 
what things you take into account when you use that 
phrase, "business judgment", that is all. 

Q. I take it, then, that Alberta would rather have 
business judgment being exercised by the Board than by 
the railways in fixing rates? 

A. Quite obviously, Mr. Sinclair, we are not satisfied 

with the manner in which these things are handled at the 
present time. 

Q. But it is not on the wasis of business judgment 
that you are not satisfied; am I right’ in “that? 

Pav(we ll, “aah have’ indtedted-— 

Q. I am trying to find out why you are not satisfied, 
and I have tried to find out if you are satisfied with the 
msiness judgment of the rallways. Now, if you just tell me 
that you were, then I can go on. 

A. Well; I have indicated that--- 

Q. Are you satisfied with the business Judgment being 


exercised by the railways in fixing the level of competitive 


rates? 
A. Not altogether. 
Q. Not altogether? 
A. No. 
Q. And the particulare that you are not satisfied 


with, would you mind setting them out for me? 


A. Well, as I-pointed out, what may be good business 
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judgment for the railways is not necessarily to the 
advantage of particular communities and so on, and if that 
is the case then the Board should take an interest in 
these matters, and we suggest that that interest should 

be along the lines of this 314A which we have proposed. 

THE CHAIRMAN: Mr. Sinclair, does it not appear 
this way to you, that, whatever Mr. Harries may think of 
the situations that you depict to. him, Mr... Frawley, has 
put his case in this amendment? 

MR SINCLAIR: Quite so. 

THE CHAIRMAN: Now, if this amendment should be 
adopted by Parliament, it would be the Board's duty to 
interpret it as it is read, not because of what somebody 
said here today in evidence; they would have to take it 
and interpret it as they would any other statute. 

| MR SINCLAIR: Well, I take it, Mr. Chairman, 
that--- 

THE CHAIRMAN: That is, you are putting what 
you think is right into language. Now, that language 
must Wc\construed next year, ten years, twenty years or 
thirty years hence by whatever body is reading it and 
anp Lying, wut. 

MR SINCLAIR: I take it, Mr. Chairman--- 

THE CHAIRMAN: Now then, you have it; it says, 
for instance, as I pointed out a while ago, that one of, 
the things that must be established is that the rate to 
the intermediate point is just and reasonable. 

MR SINCLAIR: Yes, Mr. Chairman, but Alberta 
comes forward with the brief on long-and-short-haul dis- 
crimination and they set out in that brief--- 

THE CHAIRMAN: Whatever they say in that brief 
certainly is put into substance here. That brief points 


out that they want this to be the law for the. future. 
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MR SINCLAIR: I am trying to find out what the 
reasons and the need for a change in the legislation are, 
whether it is merely a feeling of Alberta--- 

THE CHAIRMAN: Is not this the case, that the 
principal "change is’ that the onus: vor proor “is being 
shifted? 

MR SINCLAIR: Yes, but if Alberta--- 

THE CHAIRMAN: For inStance, if Alberta or if 
any locality in Alberta could go to the Board today and 
show the Board that a certain rate is unjust because it 
is not just and reasonable in regard to intermediate 
points, they could get Board action, couldn't they? 

MR SINCLAIR: Quite so. 

THE CHAIRMAN: Now, the new suggestion is that, 
instead of that, the railways show affirmatively that 
the rates which they suggest to intermediate points in 
Alberta are just and reasonable. 

MR SINCLAIR: Yes, but what is the need? That 
is what I am trying to explore. 

THE CHAIRMAN: I beg your pardon? 

MR SINCLAIR: What I am trying to explore with 
the witness, my lord, is, what is the need for this 
change? How has Alberta been injuriously affected by the 
situation as it exists today? 

THE CHAIRMAN: Well, they have given us a brief 
of a couple of hundred pages. 

MR SINCLAIR: Quite so. 

THE CHAIRMAN: And have spentseveral days here 
pointing out why they think as they, dol.) BUG, Jin any 
evene. 2 think Lo. is weil vo remember that they are 
committing their case to this legislative language, which 
other people will have to interpret as they go along 


carrying out their functions as members of the Board. 
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MR SINCLAIR: Surely, my lord, Alberta must 
have some reasons that are subject to test as to the 
necessity for the legislation they propose. 

THE CHAIRMAN: I think it comes down to this: 
They say that instead of the particular locality complain- 
ing of a rate that has been fixed by the railway, the 
railway should first go to the Board and satisfy the 
Board that the rate they propose is fair and reasonable 
and meets with all the other requirements of the section 
beroresivebecomes effective atiiail. 

MR SINCLAIR: I quite understand the result of 
the proposal. What I am trying to understand is the 
necessity for it--- 

THE CHAIRMAN: You say that right today they are 
not suffering from any hardship. 


MR: SINCLAIR: .Quite.so.. 


THE CHAIRMAN: That no point in Alberta is suf- 
fering by reason of the fact that it costs more to bring 
goods from Eastern Canada to that point than from 
Eastern Canada all the way to Vancouver. 

MR SINCLAIR: Absolutely; and if they -+were 
suffering they could bring a case to the Board and get 
relier. 

THE CHAIRMAN: I know that. 

MR SINCLAIR: And the Board on every case that 
they have brought has found that they were not suffering, 
or that the amount of their suffering was so small com- 
pared to other considerations that there should be no 
necessity for changing the existing rate structure. 

MR FRAWLEY: Of course, my friend is not putting 
it quite fairly. If we went to the Board today, we have 
nothing but section 314, subsection 5, and that is a 


purely negative section. My friend knows very well that 
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the railway simply puts in the violating rate and then 
leaves it to somebody to complain, and then when the 
complainant comes he has simply this subsection to talk 
about, which is merely, was there competition? -- that 
Single point. Now, surely my friend must be Fair, and 
compare what there is today contrasted with what--- 

MR SINCLAIR: I am always fair, Mr. Frawley. 

MR FRAWLEY: ---we propose. It is a change in 
the law that we need. We are not worrying about what we 
can ae today. 

MR SINCLAIR: Well, Mr. Chairman, I can only refer 
to this judgment of the Chief Commissioner in the general 
freight rates investigation of 1927, where he says, "The 
instances of such" -- that is about this very point that 
you put to me, my lord, about back haul, going past their 
door, to use the phrase that Mr. Frawley has shouted all 
over the. country. 

MR FRAWLEY: A truthful phrase. 

MR SINCLAIR: "The instances of such were not 
impressive and are not to be met by alteration or 
elimination of the transcontinental rates, which under 
present conditions need no justification. " 

MR FRAWLEY: Yes, 

MR SINCLAIR: Now, once again the Board has the 
Same problem before them about transcontinenatal rates and 
the complaints that are made on them, and they are engaged 
in a. Study sof the tratficuths+t is moving in the general 
freight rates investigation provided by Pac MISO T es bute ‘the 
last time they had a general investigation and in every 
individual case that anybody in Alberta has brought before 
them, after full inquiry into all the facts they have found 
that there was no suffering or there was no injurious 


effect to Alberta; and I am trying to find out from this 
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witness what additional facts, what additional evidence, 
he has got to present to this Commission that would 
necessitate a change in the situation that now exists. 

THE CHAIRMAN: Well, it is the paramount duty 
of the Board -- I have the present Act before me -- to 
determine and enforce just and reasonable rates. Now, 
that is in all cases; that applies to intermediate points 
and distant points and every other point. 

MH SINCLAIR: " Yes’, Sir. 

THE CHAIRMAN: This proposed amendment would 
simply repeat that -- the rate to the intermediate point 
is just and reasonable, only that if this amendment is 
adopted the railways would have to show that, instead of 
the Board waiting for some intermediate point to complain. 
I mean, is not that the only--- 

MR SINCLAIR: Yes, but what I am trying to find 
out from the witness is why the railways should be out to 
all this trouble and expense, if there is no justification 
for any change in the legislation. I mean, this complaint 
has been brought by Alberta--- 

THE CHAIRMAN: Well, are you going to arrive at 
any result? 

MR SINCLAIR: Well, certainly Alberta, which my 
friend Mr. Frawley said had considered this to be of such 
tremendous importance, and which they had given so much 
time and effort to, must have considered very minutely all 
the instances in Alberta that they could use to support 
this change in legislation that they are asking this 
Commission to recommend, 

THE CHAIRMAN: Now just put what you have in 
mind to Mr. Harries and we will see whether it will get 


us anywhere. 


MR SENCLAIR: Well, I would ask Mr. Harries tO 
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take his brief and turn to the figures at pages 3 and 4, 
which he says are the four instances, which he says are 
the situations which give rise to long-and-short-haul 
discrimination. I propose to take them in Ober pamy) ond, 
to see just how Alberta is affected by them. I take 
first figure 1, where the two railways both serving points 
A and B have equal mileage between the two points, and 
where there is traffic moving to B. Now, the suggestion 
is that the two railways, equal mileage, going to B, are 
in competition, and that competition is going to depress 
the rate at B, and that that depressed rate will not be 
reflected in the intermediate points C and D. Now, in 
chief my friend Mr. Frawley in putting this part on the 
record said just to read these four pages into the record, 
but the witness Mr. Harries made some comments as he went 
along. I find on checking the transcript that they were not 
taken down by the reporter, but my note shows that in 
dealing with figure 1 Mr. Harries said, "This is not im- 
portant now." Now, in view of the fact that it is not on 
the transcript, I would ask him to tell me if my note was 
correct, and, dealing with figure 1, that this is not 
important now. 

THE WITNESS: Yes, that is correct, 

MR SINCLAIR: Q. Can you give me any example in 
Canada where there is any discrimination that would fit the 
illustration that you show as number 1 at the top of page 3 
on your oriers 

CAEN 0 
Q. So therefore in dealing with that example I suggest 

that we can draw our pencils through it and forget about 
it, because it has got no relevancy and there is no com- 
plaint based on it? 


MR. BRAWLEY: Of .course,,there is no, complaint. We 
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were exposing this proposition; we were explaining all that 
we could about long and short haul. When my friend says 
because there is no complaint it should not have been there, 
1 present thati, that is .al ls «Ls dewnotwunderstand, what iit 
Was; formt:.al 1, 

MR SINCLAIR: Just trying to narrow the issues 
with the four examples, and, in view of the fact that number 
1 is not important, I suggest that we can draw our pencil 
through it and confine ourselves to the ones where there is 
some discrimination, and therefore I would say would have 
some importance. Surely we do not have to consider 1; Mr. 
Frawley is not asking us to consider hypotheses and theory, 
he is asking us to consider facts. 

THE CHAIRMAN: I understand, Mr. Frawley, that 
you do not know of any case in Canada where the situation 
depicted by number 1 exists? 

MR FRAWLEY: Where that particular kind of long- 
and-short-haul discrimination exists; that is quite richt,; 
Sir; and when we put it in we put it in for the purpose of. 
developing the theoretical side of this matter, that is all. 

MR SINCLAIR: Q. Now, dealing with your figure 2, 
this illustrates a problem in what is known as oircubty: 
that is, where there are two railroads serving two points 
A and B, but one railroad has a longer mileage than the 
opherpethatiuis, corrects ts it net? 

A. That is»;what it says, yes. 

Q. I am just trying to see if I understand these, Mr. 
Harries. You seem very familiar with them. Now, I believe 
that an example of this type of discrimination was before 
the Board in the Central Alberta Dairy Pool case, that is 
referred to at page 18 of your brief. That is an example 
of the type of discrimination that is illustrated by your 


figure 2 onrpage 13s (is ithat correct? 
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Peiuces'. 

THE CHAIRMAN: Which case? 

MR SINCLAIR: The Central Alberta Dairy Pool. 
| Q. Now, I believe when you were giving your evidence 
in chief -- and here again I. cannot find it in the record, 
but my note shows it to be that you said that Alberta took 
the position that a higher rate should not be published 
from Penhold, Alberta, to Vancouver on the Canadian Pacific 
line than from Edmonton to Vancouver; is that correct? 

A. Your note is wrong. 

Q@. My note is wrong? 

Be) YOUr noteviis wrong 

Q. Well, what was it? 

A. Our position is that the same principles which 
we embody in this 314A should apply to this situation as 
they would apply to the other situation. 

Q. Well, in dealing with circuity when would you say 
that an intermediate point at which there is no competition 
Should have the same rate as the rate applying to the com- 
petitive point? 

A. Well, it would depend on proof of these--- 

Q. I would like some practical examples, Mr.Harries. 
You have spent months studying this and studying Alberta 
conditions; I would like some practical examples to get 
my teeth into. I do not want to deal with theory if I 
can help it; I am not equipped to. Let me havea practical 
example of where you say that Alberta is suffering, is 
injuriously affected, by this type of discrimination that 
you illustrate by your example, figure 2? 

A. We, as I indicated, are particularly interested in 
the discrimination which results in transcontinental rates. 
However, this type of discrimination occurs -- I am not 


aware of any illustrations in Alberta where the discrimina- 
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tion ‘results in a positive detriment to the intermediate 
point, but it is certainly one form of long-and-short-haul 
discrimination, and, as we indicated, this amendment that 
we are suggesting is one which is generally applicable, 
and because we did not happen to have a situation in 
Alberta which found us positively injured, we were think- 
inevof thissithroughout Canada, not simply, for Alberta. 
That 2s) why Wor isiinciuded, 

Q. That is fine. Now give me an example anywhere 
else in Canada of where there has been any injurious 
effect on account of this example in figure 2? 

AS, NoOgew, cannot vel Havetinot)dooked: for theme,» I 
did not spend my time with that. 

MR SINCLAIR: I suggest, my lord, therefore that 
this is another one we can draw our pencil through. 

MR FRAWLEY: Well, you can draw your own pencil 
through it Withat Ms wll tothatiiks aiine. 

MR SINCLAIR: Q. Now turn to figure 3, Mr. 
Harries. That is an example of where a railroad is meet- 
ing water competition; correct? 

A. We said water or pipeline, having lower cost. 

Q. Well, I am looking at your example; it has got 
water route Y; I am just looking at your example, water 
rouce Ws 

A. That would lead you to believe it is a water 
route, quite correct. 

@. That is what I asked you. 

Aon Quite teonrect: 

Q. Now, an example of that, I think, would be the 
transcontinental rates; is that correct? 

A. The water route, you mean? 

QO4n OLetheitype of discrimination that you refer to 


and illustrate by your figure 3, which is at the top of 
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page 4 of your brief; is an example of that the trans- 
continental rate? 

A. When there is in fact a water route, yes, and 
CUnere is a2 carrier on. vt. 

Q. Then there has to be, one, a water route -"- “is 
this what you mean -- and, two, a carrier on it; is that 
your eviaence? 

THE CHAIRMAN: A what? 

Ma OENG LAIN, UA carrier on.1t, 
THE CHAIRMAN: On the water? 
MR SINCLAIR: Yes. 

Q. Now, those are the two tests that you want to 
have looked at when we are considering the type of dis- 
crimination seo out in your flgure 35 18 that rien? 

A. I think that what we say below it indicates what 
is required in this example. 

Q. Weli, I just took your answer, Mr. Harries. 

A. You took part of my answer, Mr. Sinclair. 

Qo. 2 Gook 2U alif aA Water Toute WIth a carrier on 
it, is what you said. Now, I just want to know if you 
want to change that in any way. Do you want me to con- 
sider this with a water route with a carrier on it, or do 
you want to recede from that a little bit? 

A. LT would iike"you" to consider this, Mr, Sinclair, 
as railroad X, which has a direct line between A and B 
to points which are subject to competition by water route 
Y, and under the railway distance scale the rate from A 
to C on'a certain article is $1.00, and from A to B the 
rate is $1.25; the water rate on the same article between 
A and B is 80 cents. 

QO, You are reading the Drier; 1 can read it too; 
thateas one thing I can co. 

A. That is the way this example is; I do not think 
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iL a eae it any better. 

Q. I ask you to turn your mind to the illustration, 

and I want to get some practical application from it. 

That is what I am leading up to. Now, I asked you if 

that is an illustration of transcontinental rates, and 
your answer to me was, yes, if there was a water route and 
a carrier on it. Now do you want me to consider that 
water route Y has to have a carrier on it to fit with this 
example? That is easy, Mr. Harries. 

A. I want you to consider when the water rate to 
the port is below the railway rate which would ordinarily 
be charged to that port. That is the substance of it, I 
UNIMNKown las dne dairy 

THE CHAIRMAN: In that case there would be a 
carrier on the water to give a rate. 

MR SINCLAIR: All I am asking the witness to tell 
me, my lord; is, is it Alberta's position that. there has to 
be not only a route but also a carrier on it? 

THE CHAIRMAN: Well, he says the water carrier 
has the rate of 80 cents; that presupposes that there is 
at least one ship. 

MR SINCLAIR: I am merely trying to test how far 
his examples and illustrations go, my lord. I am going to 
assume that the rate is lower at the destination point B. 

THE CHAIRMAN; If there is a rate at all, 

MR SINCLAIR: Well, on the railway I am going to 
assume that there is. 

THE CHAIRMAN: You.mean the railway rate? 

MR-SINCLAIR: ,. Yess, is. lower.at. the destination 
point B, and I am also going to assume that the rate is 
higher at the intermediate point C, as he suggests. Now, 
I. am just asking him if Alberta's position in dealing 


with this illustration of long-and-short-haul discrimina- 
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tion requires (1) a water route and (2) a carrier on it. 

THE CHAIRMAN: He says the carrier charges 80 
cents. 

MR SINCLAIR: That is what he has got down here 
for the example, but I am really seeing how far he goes, 

THE CHAIRMAN: I thought you were dealing with 
the example. 

MR SINCLAIR: I am dealing with the figure, my 
Lorch. 

_THE CHAIRMAN: Well, it speaks of a water 
carrier whose rate is 80 cents. If you want to ask an- 
other sort.,of question, itadis.quite, all richt..+ but then 
Wouare CSparting, from the figure. He is building’ up. his 
case by saying the water rate on the same article is 80 
cents; that means there must be somebody who has a rate 
of 80 cents. 

MR SINCLAIR: Q. Let us take the figure at the 
top of page 4 of your brief, Mr. Harries. 

A. That is the one we have been discussing. 

Q@. Yes; and disregard the language that is below 
the Ligure. 

A. All right. 

Q. Now, assume that all we have is a water route 
between A and B and a railroad between A and B, and the 
railroad--- 

THE CHAIRMAN: And no ship. 

MR SINCLAIR: Just a moment, my lord; that is 
what I want to find out from the witness. 

THE, GCHATRMAN: «All prightiy y2ou0n s 

MR SINCLAIR: ) If. may, 

THE CHAIRMAN: Well, you said you have only the 
water route. 


MR SINCLAIR: That.is righe, 
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THE CHAIRMAN: All right. I wanted to know 
what you meant by that word "only". 

MR SINCLAIR: That is’ the point I am trying to 
make, 

Q. Do you suggest, taking that, that there would 
be unjust discrimination or unwarranted difference, to 
use the phrase, if the railroad published a higher rate 
to the intermediate point C than it did to the destination 
DOA By. 

A. We are not talking about unjust discrimination 
in that brief, but--- 

Q. Unwarranted difference; I changed it to your 
language, Mr. Harries. 

A. The new section 314A--- 

Q@. Just answer my question; would you consider--- 

A. I am trying to answer your question, Mr. Sin- 
clair. We say that it must be shown that there is active 
and compelling competition at the competitive point which 
is beyond the control of the applicant carrier, and such 
competition is absent at the intermediate point. I think 
that istourspesition, sMrposainclatir. 

Q. Turn your mind again to the illustration at the 
top of page 4 of your brief, and think of A as being 
Montreal and B as being Vancouver. Now, do you think 
that there is an adequate port at Montreal? 

THE CHAIRMAN: That there is what? 

MR SINCLAIR: An adequate port at Montreal. 

THE WITNESS: I am quite sure there is. 

MRUCINCLAIR: Qx ©Doeyou think There: are 
adequate wharves and docks at Montreal? 

A. From a layman's view, I would say yes, there 


seem to be sufficient. 


(Page 13031 follows) 
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Q. And you would agree, I am sure, that there is 
adequate Canadian flag tonnage available? 

A. tl dminot:surevabout that. 

Q. You have not been reading the paper? 

A. The last note I had was that one ship service 
was being cancelled. 

Q. I asked you if there was adequate Canadian 
flag tonnage? 

A. And I told you I was not sure and you asked 
me if Ivhad been reading’ the paper and I said yes. 

Q. Now, let us take B, that is Vancouver, is there 
an adequate port at Vancouver? 

A. As far as I know it is adequate. 

2. Is there adequate wharves and docks at Vancouver? 

A. From a layman's standpoint I would say yes. 

Q. And in between Montreal and Vancouver there is 
the Panama Canal between NOrth and South America. YOu 
know that too? 

A. Yes, J understand that. 

Q. Does Alberta say that the Panama Canal is 
adequate to handle the shipping that might travel between 
A and B? 

A. That ts one of the things we did not inquire 
into, Me wiSincd leis: 

Que You sheave mo afiews Ton ‘thatveat all? 

Al « Dopresume itele. 

MR. FRAWLEY: That Munson-Clark ship is not over- 
taxing its facilities. 

MR. SINCLAIRS Plam talking about the facilities 
iproapoctive. of-any particular *shipt. Mr. Frawley has made 
enough | jury addresses. 

MR. FRAWLEY: I am away behind you. 
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Mr. Harries, that. Alberta does nov know whether there are 
adequate facilities or not at Panama to handle ships? 

Ai Sister ke SL said; Mpde Suncleie w that nad mor 
Scuaied the: case but’ as’ far as T'know certainly they are 
adequate. 

Q. Now, do you know there have been four movements 
between Montreal and Vancouver this year? 

vee Me cOWLdn cer SUres OF LG, 

Qin Now what do vou ‘think? Mr. ‘Harries,’ Vs the 
reason why there is not more ships in the trade between 
Montreal and Vancouver? 

Beste De OMe vno! 1Ldea:. 

Q. Now, would you tell me, Mr. Harries, whether 
Alberta would agree with this statement: 

"Rail carriers should take the initiative in 

revising their rates to meet actual or threat- 

ened competition by other carrier agencies"? 

THE CHAIRMAN:' Who says this? What are you quoting 
from? 

MRee SINCLAIR ° (1 am quoting. from thes next. Line. in 
Memphis Oil Case that the witness put on the record yester- 
day. 

THE CHAIRMAN: What is the case? 

MR. SINCLAIR: Memphis Oil. 

THE CHAIRMAN; An American case? 

MR SINCLAIR? Yes, 216 1.C-C. 106 at 110 and it 
was put into the record yesterday by the witness. 

THE CHAIRMAN: Is that case decided in the light 
of the decl@red policy of Congress that both water and 
ravi tparhia should remain-an vigour? 

MARY. SENCUAIR: "Quite so: 

THE! CHAIRMAN: Therefore, the one should not be 


allowed to eliminate the other? 
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MR oun LAL Res Nos 

THE CHALRMAN!= (ANG inv the Ligne ce-that*policy*the 
Commission said that it was the duty of the railway to 
forusee and meet any actual or threatened competition by 
Water, a think thay 4s Yust whracy you*read’. "Wild you 
read 10 again? 

MR. SINCLAIR: "Rail carriers should take the 

initiative in revising their rates to meet 

actual or threatened competition by other 

carrier agencies”. 

The Language is’ not restricted, my lord’. 

THE CHAIRMAN: No, but I do not know whether that 
case was decided before or after the Congress policy was 
declared to be that this competition ought not to go so 
far as to allow one carrier to eliminate the other. 

MR. SINCLAIR: It was decided in 1936. 

THE CHAIRMAN: This case? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Then I presume that whatever they 
state there must be subject to that declared policy of 
Congress. 

MR. SINCLAIR: Well,’ I am asking Alberta's witness, 
my lord, if Alberta agrees with that statement that "Rail 
carriers should take the initiative in revising their rates 
to meet actual or threatened competition by other carrier 
agencies”. 

THE WITNESS: Yes, in general I think that would he 
eorrect+ 

Q. Now, I would ask you, Mr. Harries, to turn tO 
your illustration which you term "Figure 4" at page 4 of 
your brief and this is the example that in your evidence 
you referred to as "Long-and-short-haul discrimination 


arising from market competition"? 
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A. Yes, correct. 

Q2. Now it results when, to use your illustration 
or figures; 

"When a railroad having a longer mileage 

is competing at a common point with a railroad 

having a shorter mileage to that common point"? 

A. From two points of supply, yes. 

Q@. Which are not served by the two railways but 
only by one? 

UO 1s ae 

Q. Now, can you give me any example where this 
type of rate structure, where the longer mileage railroad 
meets the rate of the shorter mileage railroad, where any 
place, in Cenada that. exists today? 

A. I would think that that would be an element in 
some of the rates which are made from Eastern Canada to 
Vancouver to meet competition from points near to Vancouver 
in the United States. 

Q. Now do you know that there are any examples 
itke that? 

A. I indicated this salt example the other day. 

LD tS extremciy OirTriculn for me to get), those, (Mn. Sinclar: 
because of the fact that the rates are published as 
competitive and not necessarily market competition. 

Q. Well, do you know of any example where both the 
producing point and the consuming point are in Canada where 
there is that type of discrimination today? 

PN (OO UlOLs eno. Uo COU ln oe tb vom Gt Orne, 

Mr ione lair. 

Q. Well, IT am instructed, my lord, that there are 
none. So that we will now consider the case where the 
Canadian railroad having a longer mileage is competing with 


the American railroad which has a shorter mileage. 
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Ay” f’may say, Meo Sinclair; ‘thatthe same thing 
would apply on different rate levels to some extent. That 
is,the mileages may actually be the same but if you had 
different rate lévels you would still have this kind of 
market competition, because it really is not the mileage 
so much as the actual cost of getting into the market. 

Q. Do I take from your answer that that may be a 
way where you have in mind there is some difference in 
Canada on account of different rate Tevels that the railways 
have been assisting a further away market vO" g2eu  Tnvo)e 
market which is closer to a producing centre? 

A. I said in evidence in chief that it seemed to 
indicate to me that basing the transcontinental rates on 
the American rate structure and having regard to the 
competition which you get from Britain and so on at 
Vancouver, that that may be an element in it. 

Q. Let us keep to Canada and fix up Canada first 
and then we will deal with Britain and United States later. 
Do you know where there are any differences in rate levels 
which result in discrimination, where both the producing 
points and consuming points are in Canada? You said you 
did not know where there were any in mileage. Now, do you 
know any where there are rate levels? 

a) "NO YW aco not orr tant. 

Qa. Let us take the case first of Great Britain. 

I ask you to assume that they manufacture a sewer pipe in 
England and they also manufacture sewer pipe in Hamilton, 
and that there is a market for sewer pipe in Vancouver and 
the English manufacturer transports his sewer pipe from 
England via the Panama Canal to Vancouver, and the 
Hamilton manufacturer is trying to sell his sewer pipe in 
the Vancouver market in competition with the English 


manuracturer. Now, 18 10 the position of “Alberta that 
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railroads should not be allowed to give assistance to the 
Hamilton manufacturer in supplying the Canadian market for 
Sewer pipe? 

A. No, our position is that providing the railways 
show to the Board in conformity with these five clauses 
we have set out here, it would be quite all right. 

Q. We will take the example that the railways are 
in the situation we have given to you and they will not 
publish the Hamilton-Vancouver rate to Calgary because there 
is no competition there, in their view, but they cannot 
Satisfy the tests in your proposed legislation? 

AeiiThen that Ws Cjust choo, had. 

Q. 


we 


Then the position of Alberta is that the railways 
would be left with the alternative of applying a competitive 
rate to the intermediate point, Alberta, or withdrawing the 
competitive rate entirely. Is that correct? 

A. Or raising the competitive rate to the point 
where they could meet these five requirements. That is 
espentvialiv LioiMr 9 Gincder, 

Q. Even though they could not get enough facts 
to take it beyond this good business judgment that I was 
putting to you and put stuff to a matter of proof? 

A.) That ls» right, even though they could not. 

Q. Now, I take it that Alberta would support the 
proposition that every reasonable assistance should be given 
to Canadian manufacturers meeting Canadian requirements? 

AW~wnOht certainly: 

2. Now, I want to take a practical example. I 
think that you mentioned water competition from California 
in your evidence in chief in the Vancouver market? 

AGHEOrirerdaAcomperition, yeseuh) dont) think I 
mentioned water competition; it could be though. 


Q. You assume with me that there is water 
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competition? 

Pees ey will assume that there is water competition 
between CHlifornia and Vancouver? 

Q. And that there is a market in Vancouver for 
glass bottles that are manufactured in California and they 
are also manufactured at Redcliff, Alberta. Now, the 
bottles that are manufactured by the Dominion Glass Bonpans 
who are at Redcliff - are they not? 

Rew Yes. 

Q@. The bottles manufactured by the Dominion Glass 
Company at Redcliff, Alberta, cannot compete with the 
bottles manufactured in California and moved by water to 
Vancouver unless they receive a competitive special 
commodity rate. We will make that assumption? 

Ao Ceruatte ys 

Q@. And so the railway publishes, after exercising 
good business judgment, the level of competitive rate that 
they think i8 necessary to move the traffic and) the traffic 
does move. Now, your legislation comes into being. Under 
those circumstances, before the bottles could move from 
Reaciif©C., Albertasto. ae dietistlery ay Marpole,||B.0%.. we 
will say, the railroads would have to) go to; the Board: and 
produce evidence that would satisfy five tests which you 
have set out in your proposed legislation. Is that correct? 

A. No, as a matter of fact it is not, because you 
forgot to assume one other thing. Assuming that there was 
long-and-short-haul discrimination somewhere between 
Medidine Hat and Marpole - 

O./ “All right, we will put that in. if that is going 
ro nelp you. 

THE CHAIRMAN: We will adjourn now. 


At 12.55 o'clock the Commission adjourned to 
meet again today at 2.45 p.m. 


(Page 13045 follows) 
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AFTERNOON SESSION 


Thursday, December 8, 1949, 


MR. SINCLAIR: Q.. Before adjournment, 
Mr. Harries, we were discussing market competition 
and long and short haul discrimination. The example 
I was discussing with you was bottles from Redcliff, 
Alberta, to Vancouver, competing with bottles from 
California, water movement to Vancouver, and where a 
competitive rate did not operate to the intermediate 
point such as, for instance, Calgary, or any other 


intermediate point. 

Now, in that case if the railways felt that 
they did not want to go to the expense, or if they 
thought that they could not gO beyond good business 


judgment in Supporting the competitive rate that they 
put in, would Alberta leave to them Only the alterna- 


tive of withdrawing the competitive rate or publishing 
it to the intermediate point? 

A. If the railways could not prove these five 
principles that we have suggested in the revised AGE 
then they would not be able to create long and short 
haul discrimination by the publication of that rate. 

Q@. Do I take it that you, on behalf of Alberta, 
suggest that the Dominion Glass Company at Redcliff, 
or the people of Redcliff or Medicine Hat suggest that 
the railways, by legislation, be faced with these 
rigid tests that Alberta is proposing, before they 
are enabled to publish a special commodity rate to 
British Columbia points? 

A, We are suggesting that when long and short 
haul discrimination 1s created they must meet these 
tests. 

Q. But that 1s not the question I asked you. 


MR. FRAWLEY: I think, perhaps, the question is 
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one for me. I take the responsibility of advancing 
this on behalf of the Province of Alberta. 

MR SINCLAIR: ' Q, I esk you, Mr. Hopes ni 
the Dominion Glass Company, or the people of Redcliff 
or Medicine Hat would be in support of the railways 
being faced with the rigid regulations that you are 
proposing in your new section 314-+A? 

A. It is the submission of the Province of 
Alberta. 

Q. Do you know whether the Dominion Glass Company 
or the people of Redcliff or Medicine Hat are in favour 
of these rigid regulations being put in the statute? 

A. I do not know whether they are in favour of 
what you term "these rigid regulations", no. 

Q. What I term as rigid regulations is your 
proposed section 314-A. 

A, That is what you term "rigid regulations". 

Q. Yes, so I take it that you do not know whether 
the Dominion Glass Company at Redcliff or the people 
of Redcliff”’ or the people of Medicine Het would be in 
favour of that legislation or not? 

AY NOS 

Q. On page 16 of your brief you refer to the 
Bastern Canada Preserved Goods Association case, which 
was reported in 1928, in 35 OiR.C. 179% and you quote 
an extract from page 181. And you have emphasized 
certain parts of that judgment; that is, you have 
emphasized: 

". . . and the Board makes no dissent from that 

course even if it seems doubtful whether such 

rates be in themselves sufficient for the railway 
companies to earn a fair return." 


Am I to glean from your emphasis in that extract that 
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you are of the view that the railways are free to make 
competitive rates, even though they are not compensatory? 

AY Iveam afraid) could not interpret, what that 
language means, Mr. Sinclair. 

| Qs Ligeés. Sovactually 16 does not support any 
of your propositions, and therefore we can stroke our 
pencils through it. 

A. No. I think it is one of the cases in cone 
nection with this matter which is of interest. 

Q. I see, even though you do not make any point 
out of it. Now then, on page 18 of your brief you 
quote from the reasons of Deputy Chief Commissioner 
Gerceau, given at page 310 of the case of Gainers 
Limited v. Canadian Freight Association (1935) 43 C.R.C. 
309, and the extract which you have in your brief from 
Mr. Garceau's judgment is taken from page 310. Now, 
towards the end of that extract I find: 

"Tn view of its powers and the principles which 

ought to govern in the administration of the ACt, 

and having regard to the fact that the railways 
have not met their statutory obligation of dis- 
proving that the lower toll or difference in 
treatment does not amount to an undue preference 
or an unjust discrimination, the railway should be 
directed to publish rates. . .' 
That would be to the intermediate points. Do I take it 
you would agree with me that the effect of the extract 
from Mr. Garceau's judgment would be that the railways 
would, on proof of a difference, have to automatically 
publish a competitive rate to the intermediate point? 
A. "On proof of a difference"? 
Q. On proof of a difference between the rate 


published to the destination point as compared with the 
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rate to the intermediate point? 

A, On saying that there is a difference between 
these two rates? 

Qa oes. 

fog wc ea SOT Ys 

Q. That automatically that was proof of unjust 
discrimination, and the railway should be obliged to 
publish the low rate, the competitive rate, to the inter- 
mediate point? 

A, You are asking me whether I think that is 
what Mr. Garceau meant when he said that. 

@, Yes. 

Ay (Pf Ob ar rato: fb coulda nou say. 

Q. Then what do you think that the extract proves? 

fa L thank ne Tirst thing 1t. proves. Vs chat 
Mr. Garceau had a different idea from the majority in 
this particular case. 

Q. I see; and the majority found that there was 
no reason why there should not’ be a higher rate to the 
intermediate point than there should be to the 
destination point? 

A. ‘TRat is.correct, yes. 

Q. And the only thing you are using this extract 
for is that there happens to be -=- that Mr. Garceau 
happens to disagree with the majority of the court. 
is that right? 

A. Yes. We noted what the Board said up above. 

Q. You are not suggesting that the majority 
judgment was wrong or that the dissenting judgment is 
right? 

A, Not necessarily. 

Q. Not necessarily? 
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Q. Well, you either are or you are not. Isn't 
that the situation? 
A. Our position is that these several things 


should be proven by the railways. Now, if this 
Judgment took place in the absence of this particular 


proof, I might: say yes, it was wrong. 

Q. I am trying to get what you took out of this 
dissenting opinion, why you have gone to the trouble 
of producing it in extenso practically, at this page 
of your brief, and what was the purpose of it? 

A, The purpose was, I think, simply to show that 
there was a different idea on this, held by Mr. Garceau. 

Q. Do you think that his 2G08)) S28 YOu put. vey. Ls 
the idea that should prevail? 

A. Well, I think that if what he says, LF inv hts 
Opinion the essential facts submitted in Support of 
the plan are not contradicted by the railways, then 
they must be considered as proof. 


Q. If the essential facts are that there was a 


higher rate to the intermediate point than there was 
to the destination point, and that was proven already, 
will you keep going? 

A. The fact that the rate was unreasonable, not 
merely that there was a difference. 

Q. He says that in view of the rate coming in, 
in view of that difference having been proven, therefore 
the railways must publish the rate to intermediate points. 
That is the only way I can interpret that thine. And I 
ask you if the reason why you produce that extract is 
because that is the position of the Province of Alberta? 

A, Our position is that the facts must be proven 
by the railways in connection with these long and short 


haul departures. 
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Q. You think that Mr. Gerceau's judgment in 
this Gainers Limited case is an authority for the 
position that you are advancing to this Commission? 

Ae COR ING « 

COMMISSIONER ANGUS: The word "disproving" must 
be a slip for eer Vatsprovine theta. | as 

MR. FRAWLEY: Have you got the citation, 

Mey cornice lat? 

MR. SINCLAIR: No. 

THE WITNESS: I think that would be the correct 
word, sir. 

COMMISSIONER ANGUS: Q. Are there not too many 
negatives in that sentence? 

A. J think, there mignt, be, sir. 

MR. FRAWLEY: I am sorry. We will send for it 
anovury Co check 1h, 

MR. SINCLAIR: Q. Can we say that Alberta does 
not want any rule or any statute or any recommendation 
that a competitive special commodity rate should 
automatically operate as a maximum to intermediate 
points? 

A. Yes. I think that would be fair, 

Q. And if the reasoning -- that is all that 
Mr. Gerceau is saying, then -- that is not in support 
of your proposition? 

A. -If that. is.al1 Mr. Garcesu is saying, 

Q@. But you have it in there, and you do not really 
know how it supports your position. 

A. We tried to be fair about this thing and just 
bring in the cases, not just the ones which supported 
Dike 


MR. FRAWLEY: We review the cases. 
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MR. SINCLAIR: I wanted to know what use you 
make of the cases you brought forward. I do not know 
why you cited them all unless it be for the sake of 
making a big brief. 

Q. Would you mind taking the proposed legislation 
which has been submitted to the Commission by Alberta, 
and I shall ask you to clear up one point. Would you 
look at subsection 5 of the proposed section 314-A of 
the Railway Act of Canada: "The carrier can show 
reasonable expectation of improved net earnings as 4a 
result of charging the competitive rate." 

Now I want you to assume with me that the 
railways have a rate in existence and that it is a 
normal rate; there is no competition and they are just 
charging a just and reasonable normal rate. 

Ae. 28s 

@. Then one day the traffic officers for tHe 
Canadian Pecific find in the newspaper an advertisement 
to the effect that starting one month hence,a ship line 
will operate to transport goods between the origin 
point and the destination where the railways now have 
this normal rate that I asked you to assume. 

Be! aes 

Q@. Now, when do you think the railways should 
publish the special commodity competitive rate? 

A. 7 think they should publish that rate, snd we 
are assuming that it creates long and short haul dis- 
crimination. 


©. Yes. That is what your section goes for. 


A. L-think they should ‘publ ian the rete etter they 
have gone to the Board and shown that there is active 


and compelling competition and have shown these other 
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four things we have mentioned, provided that the Board 
may grant them the right to publish that rate 
immediately, subject to hearing, if on the surface of 
it the Board is satisfied that these five things will 
in fact be proven. 

Q. I see. 

A. So that they would not be tied; you would not 
have the Board go through the old procedure before they 
published the rates and met the competition that is 
there. 

Q. Let us take each of your five tests under 
that situation; and when you say they should go before 
the Board; dealing with test No. 1, the facilities for 
this water movement are all there a month before the 
ship starts to operate. Would that cover your active 
and compelling competition there in subsection 1? 

A. No. It would have to be active and compelling 
in the sense that there is a reasonable likelihood of 
such movement taking place if an adjustment in the rates 
is not made; that is, that the competition is real and 
not simply that the facilities are there for the com- 
petition. 

Q. Therefore the advertisement in the paper now 
will read: That a month from today the ship will 
Operate at X cents, which is the railway rate minus 
some amount. Now, that rate being known, the ship rate 
thus being known one month in advance, they are 
advertising that they will carry those goods by water, 
let us say, through the Panama Canal from St. John, 
to Vancouver. All the facilities such as wharves, docks 
and harbours are at St. John; then there is the Panama 
Canal, and all the necessary facilities such as wharves 


and docks at Vancouver; and they have this advertisement 
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in the paper. When should they publish the rate? Not 
until the Board has given its approval? 

ASA think 1) indicated, Mr. sinciair, that you 
would go to the Board and show these several things, 
and they would then either grant you temporary relief 
or permanent relief when you have proven those things. 
thet 28. .6.1y 

Q. Suppose we have gone to the Board and we have 
produced to them this advertisement and we start first 
by proving that the facilities are there. And then we 
have to meet your test No. 1, unless I have that 
advertisement and just had the facilities without any 
knowledge that the ship is going to run; you told me, 

I think, that you would not agree that it would meet 
your definition. 

A. There has to be more than an imaginary 
competitive situation. 

Q@. 1 a8m not talking about an imaginary one. I 
have got one where there are all the facilities. 

A, .You.mean the port. facilities? 

Q. All port facilities, all questions of tonnage; 
there is no difficulty about that; and there are the 
ships to carry, it. 

A. That is different. If you have got the port 
facilities and the ships, and someone wants to operate 
the ships and can do so at a price which is competitive, 
you have got, in my submission, pretty well along the 
way of proving there is active and compelling com- 
petition. 

Q. You say I am only "pretty well on the way". 

Do you underline the words "pretty well", or just throw 
them in as part of the statement? 

A. They are just part of the statement if you can 


satisfy the Board. 
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Q. I am just trying to test your legislation. 

A. What we mean is: If you can satisfy the 
Board that there is this competition, then you have 
satisfied subsection 1 of this revision that we con- 
template. 

Q. Under subsection 2 I am going to assume that 
it is the good business judgment of the railways which 
would not have them consider putting in a competitive 
rate unless it was compensatory, and I am going to ask 
you to assume with me that the good business judgment 
of the railways is satisfied, so we won't have to ask 
you that. Now, subsection 3, the rate to the inter- 
mediate point is just and reasonable, and starting on 
the assumption that the rate throughout be just and 
reasonable, there will be no question under subsection 3. 
Now, I must ask you to assume with me that the good 
business judgment of the railway officials would 
properly satisfy subsection 4. Now, I am faced with 
subsection 5, where I have #» before this shipping 
has started to move ~-* where I have a normal rate 
and want to put in a competitive rate at exactly the 
same rate; so taking into account differences which 
would enable me to get the traffic against this com- 
petition, how am I going to prove -- and I say "prove" -- 
the net reasonable expectation of improved net earnings 
as &@ result of the competitive rate? Can you tell me 
how I can prove that? 

A. Yes. ‘I think I can explain to you what we 
mean. 

Q@. No, I want to know how we are going to prove it. 
There is a duty, there is an onus on the Cenadian Pacific 
to go before the Board and prove it; there is a 


statutory onus now. 
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A. You are faced with the requirement of showing 
that there is a reasonable expectation of improved net 
earnings as a result of charging a competitive rate 
rather than not charging a competitive rate and letting 
the traffic go to the water. 

Q. No. I had a normal rate there, and I have got 
to prove that the competitive rate which I am proposing 
to publish -=- and this is before the shipping starts 
to sail -- is going to improve my net earnings. 

A. Improve your net earnings over what they would 
be if you let the traffic go to the water. 

Q. How am I going to prove that? 

A. How are you going to prove that? 

Q. Yes, under the wording you have got in there 
now. 

A. I explained to you what that was, 

Q. This is legislation, Mr. Harries. I have got 
to take the words of the statute. If you want to put 
@ qualification in it, then subsection 5 would have to 
be amended. This is legislation I am dealing with. I 
cannot be loose in my language in dealing with legis- 
lation. 

A. As I understood it, the, proposed legislation 
we put here is just @ draft and we will explain our 
position. Then I presume if there is something that is 
not clear, once it is made clear it would be altered. 

I explained to you what we have in mind there. If this 
does net Tart rt, 

Q@. You are not going to take the responsibility 
for the strictness and the rigidity of the language 
which 1S8"in this section. Is that PLenUy? 

iM The general intent is certainly; I mean, you 
have me at a disadvantage because, after all,,; this is 


& legal matter, and Mr. Frawley would probably be the 
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man to ask about it. 

Q. But you are speaking of Alberta and I ask 
you to accept my interpretation of the legislation, 
and I say that I am faced with these words: "Expec- 
tation of improved net earnings"; and I say to you 
that I thought about it and I cannot see how I can 
possibly satisfy that test. 

Ay L8m Srying tO explain. Lt to. you, 43° to wha 
we mean. If there is a difference between the wording 
of this and the interpretation you and I are putting on 
it, I would be glad to explain our interpretation from 
Alberta; and if it requires rewording, that is some- 
thing which could be done, because this is. not a statute. 

Q. Can you tell me how this did not intend? 

You are talking about the good business judgment that 
the railway officials use in handling subsection 2, let 
us say. 

Q. Well, I pointed out before that section 2 and 
section 5 are not the same thing at all. 


Q@,. nev is wheat lL am coming to, lL amigust trying 


A. Well then, could I give you an example of that? 


An example of what we have in mind, would that be satis- 
factory? 

Q<: We will listen to you. 

A. What we have in mind is: Suppose you have a 
rate, a competitive rate, and there is more competition 
and you want to. bower. it... You, are faced, with. the 
necessity of either lowering one or losing some of the 
traffic... You can lower the rate and still have a 
compensatory rate. But as a result of what may be 
termed collateral losses «= and those collateral losses 


arise because of the fact that when you reduced the rate 
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to retain part of the traffic which you are going to 
lose in the absence of putting in that lower rate -- 
Other than that rate, the lower rate applies not only 

to that segment of traffic but to all the traffic which 
would ordinarily move at the higher competitive rete, 

or even at the normal rate. So there is a problem there 
of the effect upon your total earnings which is, ina 
sense, aside from the compensatory nature of the rate 
itself. That is what we have in mind there. 

Q@. Can you tell me how I em going to, in advance, 
on behalf of Alberta -=- could you tell the Canadian 
Pacific how, in advance, they are going to determine 
& reasonable expectation of improved net earnings, so 
that they can decide whether or not to publish the rate 
a month in advance of this shipping, let us say, on the 
basis that you put forward? This is what you call 
collateral losses? 

A. There would be a number of considerations, 

Mr. Sinclair, such as the amount of traffic which now 
moves on the normal rate, the percentage of actual 
traffic which it would be possible for the ships to 
carry; the percentage of traffic which at any particular 
level of rates the ships will carry, and considerations 
of that nature. 

Q. I want to deal with this legislation, and I 
nave LO TO prove Lt. 

A. YOu do not need to prove ity. You Have to’ show 
&@ reasonable expectation. That is all. 

Q. Prove a reasonable expectation of improved net 
earnings. I will ask you if you thought that does not 
really amount to the question of good business judgment 


by experienced traffic officials? 


(Pege 13065 follows) 
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A. I think that it would take an experienced treffic 
official to show this. I know the railways have many of 
those, so it is” just part of the ordinary business. 

COMMISSIONER INNIS: Have you brought out the differ- 

ence between No. 2 and No, 5, or did you just assume that 
No. 5 was rather inclusive of Noy 2? 

MR. “SINCLAIR: ~£ cannot for°the life of me, Dr. Innis, 
see how No. 5 does not include No. 2. I cannot see the 
difference in them, and I am quite content to leave it the 
way thet the witness has left it, that it is a matter of 


good business judgment. 


COMMISSIONER ANGUS: I thought the witness! explanation 
was, thet 2 does not include 5, but that 5 does include ed, 

THE. WETNESS: Yes, 5 does iHeqade eae 

MR. SINCLAIR: @Q. So we have four tests now instead 
of five? 

be oho, S includes 2, but 2 does nov include 5. 

COMMISSIONER ANGUS: Well, is 2 necessary? 

MR, SINCLAIR: Q. It is unnecessary, isn't it, Mr. 
Harries? 

A. I am afraid I would heave to think about it. 

Q@. We have been thinking about this for many months, 
and we suggest it is unnecessary, and we suggest the whole 
proposed amendment is unnecessary. | 

A. You are suggesting that? 

eg.) LOR, 

R. ALl right. 

Q. You do not agree with me? 

Ki NO, 6f Gourse;, Ido not agree with. you. 

Q. You do not agree with thet? 
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Qs And you are prepared to interpret this legislation 
in such a way as to impose this rigid control rather than 
have the railway continue to exercise good business judgment | 
in meeting competitive situations in long and short-haul prob- 
lems? Does that properly sum up the Alberta position? 

A. We want this new Section 314A put into the Act. 

Q. Well, what is your answer? | 

A. Well, our position is that we want this put into 
the Act. 

Q. You want this rigid control rather than having 
this problem. of long and short-haul discrimination left to 
the good business judgment of the railway; is that the position 
of the Province of Alberta properly summarized? 

A. Yes, I think that might: be a way of putting it. 

MR. FRAWLEY: Are you accepting Mr. Sinclair's usage 
of "rigid control" to describe this situation? 

Sep Wel. Lb OOo clink 128 PLeid, 

MR. O'DONNELL: It all depends where you are standing 
when you look at it. 


ji ty @ shh iat Be ae Bod 9 vi 
CROSS EXAMINATION BY MR. BRAZIER 


@e . Mave One Or tWo questions, i Chink Mr. Sinclair 
has covered the field fairly well, as far as I am concerned. 
Looking at the proposed amendment to the Act, the first 
criterion you state there is "active and compelling competition". 
Now, I presume from the use of those two adjectives that you 
want more than just competition? 

A. We want more than hypothetical competition, yes. 

Q. You want more than competition; I am not speaking 
of hypothetical competition. 

A. Well, there are so many kinds of competition. We 


want this particular kind of competition as opposed to - 
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Q. What does that kind mean; what distinction are 
you trying to make there; is it between actual competition, 
| potential competition or hypothetical competition, or what 
exectly do you mean by those two words? 


A. Well, we mean that the phrase "active and compelling 


competition" as used in our submission refers to a competitive 
situation which is real and not imaginary, and we would say 
ective competition exists when there is a competitive movement 
or when there is a ressonable likelihood of such a movement 

if an adjustment in rates is not made to forestall it. 

Q. Would you be satisfied by the use of the word "real" 
competition there? 

A. I do not know that - I would have to think about it 
to see if there is any difference between them - offhand it 
does not occur to me that there is any difference between real 
competition and active and compelling competition, 

Q. Well, the word "active" implies that the competition 
is active at all times, operating at all times, doesn't it? 

A. Well, it means, when there is discrimination, that 
there is active competition. 

Q. So you are eliminating potential competition? 

A. Yes, in the sense that it is merely potential, yes. 

Q. Would you say that an actual movement by water is 
necessary? 

i. .No*»..we just said thst, first, there may be a, com= 
petitive movement, or if there is a reasonable likelihood of 
such 9 movement - 

Q. Well, that is potential competition, thought, isn't 
Lt? 

A. No - well,it depends how you define the word 
eoteriad. 4 


Q. How would you differentiate between potential and 
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likely competition? 

A, Well, potential competition might exist when 
you had water for a ship to sail on, although there were 
no wharves and no docks and no ships, 

Q. You would think under those circumstances 
that it was potentisl competition? 

A. Yes, there is potential competition there. 

Q. Now, Mr. Harries, are we in agreement in saying 
that these so-called transcontinental rates oere,in effect, 
competitive retes? 

A. Yes, they ere published as competitive commodity 
rates. 

Q. As I understand the proposal of the Province of 
Alberta, it is to set up e different method of handling 
transcontinental rates as against other competitive rates? 

A. No, I do not think that thet is quite correct, 
Mr, Brazier. We say that in all cases where long and 
short-haul discrimination is practised that this new section 
which we are suggesting is operetive. 

Q. Then you ere suggesting that competitive rates 
that ere affected by long and short-haul discrimination 
should be judged upon a different basis than other competitive 
rates? 

A, slightly different, yes. 

A. hee ie making any suggestion as to how the other 
competitive rates should be dealt with? 

A, Yes, Mr. Darling presented our case on that 
several days ago. 

Q. Then you are in disagreement with Mr. Moffat 
of Manitobe who, in answer to a question that I put to hin, 
said that they should be governed by the same criterion. 

As - Well, I think our proposals in both iInstdnces are 


substantially the same, sir; our proposals sre substontially 
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the same in both instances. 

Q: Well, he was quite willing to take out of 
his brief the "Active and Compelling Competition" phrase 
that he had used. 

A: Well, if he took°it' out, we°are certainly 
going to leevestivvin., 

Q: In thot regard you are in disagreement with 
him? 

A: Well, there is a difference, yes, sir. 

Q: own ens section that has been suggested 
by Alberta, competitive tolls, a new section 313A, 
you speak of competitive tolls? 

As OYess 

Q: At ell times, to meet certain requirements? 

At Whes, 

Q: Now, I presume, if you adhere to the policy 
of treating competitive rates affected by the long-and- 
short-haul disawimination differently, you would have to 
amend Section 3134 by inserting the words, "excepting 
biiat type.cofi pate”, 

ALO Nypeds yl ssay UL de wwe think there 18 eny = 
I. do not think there is any difference. This is specif- 
ically adddd, tend ICbhink it ts ‘quitve in Line with the 
previous section, 

&: There is just one other fact, Mr. Chairman, 
that I wish to mention. When Mr. Harries was on the 
stand on November 30th, reported in Volume 56, he made 
the statcoment at Page 10827, 

"that there is a rate on salt from 

Windsor to Vancouver and we would maintain 
that that rate is a market competitive rate 
because of the fact that you cannot move 


salt in vessels or steamer or you cannot 


AG Ai: SNF sO “ALS 


4 


"Sulthdacee 0 onklfiqued. tas ovetsa” onde 


shoau ‘bed: a 
 ffew. tA 
tfoveol ot aitton 


ee ee ee ee +s ld age gs we pep eg Pe hae } 
JO’ TROMISISS6 Bis AP ae Mey HSDreget Jody ar 0. 
‘< : 


. 


A> ge ee. ee ee ee Ce ok eRe ere a 
; PSUS (4, oi 5 ae Sffis VERS ff of dye a id ye WOVL - 3 S s] 
thd 
if | . 
7 Tt ¢ 4 oe ee a - at or 
| ARLE ‘notdoomawens | aedasdta yas 
q , 


; ' 
oy x ° i 
c - —« & 
7 
5 
epee eee eee be ig eee eo er a a» A r : 
- < = ar 4 1? fa 73 } ae A <= LE . A et ies 70 
oc oe + 
- 
* x? ~~ ' 
= : 
: ~~ eo ee he ror ae att fa Oe 
ve ~ + en ee aL ; B = gael % ‘. oid 7 
‘ y _ Py: = cae c 
p i es ay Y * mE . sete oe | r 
"i ni uit ay nit - rae is PSN. ab = bg ” ve % y hod Ae 4 «TRIO ee : is Ss 3 i Oo 
~ - SS ett eee ie ie he aa: a Le Pay ees ute Boise wth? Sef Ts bby: ictal oo he 
SVS OLD Tomy Vie tet tip: re ipeAim path: vbeadetans 
- T 4 a . “3 =~ - a K a : ol ee : Py) “ 
oe Shed in J Se eka & Gate Pe meta | & eet 
a) Ae NEARY: ’ a me PrN? af 4 (bine THBP. ¥, re ze NOLIHDe. MISE : 
eee ae P 4 
e DYE "Bay ry JF mit bs 
{ 
b 
ates ‘ ai th tee t 
~~ ’ aie s ) 7 : t ad 4 at Wd are e | C : * Ur : B&B 
» 4 4 » te oN 
r “4 pa pak P ‘ ay ‘ r 
the % ue ; St ¥ a A e awash dh P, (isis: % C iT et @ >» 
boy Sistas e7 ~ | + Fee i & PP osieve kei 7 sy rere oe vi 
t : v ei dBA eh. he ’ o> SOR ba i F3Ise ¢ 4 DIAL 5: is ; Sf 
~~. ee 
Nott: 535 ‘ENOL SIC - 
et oe RO Pee a a cere Ac8% ew anteaters tio es seem "t » 
+ ee Sa TRS Der Re iad a Gi O. STO Jeu hk; au SASL oo og ee’! 


. 


OG: 80 ew ‘welwish 2:2 ronW:. .nobdasey oF tia in es DE std: os 


Aail- 


eet 


Oe -cetmevow Ho ‘baista~ 


ate 


ow ow Done reesvueosia We “woeba tw os 
ree eVA2 tSoumos sostrarr ates tae ‘2: +t wanton Hat ef Oe | 


SVOm @pahaise: voy Usitt teeta seceoad cd 
e) 

ee & > 
Mey AL Slee = 


: ' 
q 


MISONAIOY, “SED FE TTOMGater10 


- 13070 - Mew Herries, oh, 6x, 


move them from Windsor to Vancouver." 


I questioned him about that at Page 10896, where 


i S810 to Nim: 


His answer 


"Q, There is just one other statement 

i wish to .esk you about. This morning 

you stated that salt cannot be moved by 
water, and I wondered upon whet basis 

you made that statement?" 

was: 

"a. I think I said packaged salt 

cannot be moved by water. My understanding 
is that on a haul from Eastern Canada 


through the canal up to Montreal" - 


I think thet should be "Vancouver" in the transcript - 


"that the packaged salt would become 


solidified in the packages." 


After Mr. Herries gave that evidence, Mr. Chairman, 


I inquired from Conadian Industries Limited on this 


problem, and I have received a letter dated December 2, 1949, 


and I would like to read it into the record, Lares 


addressed to myself, and it states: 


"The following question has been submitted 
to us - 'Can salt, packaged, with or without 
'Cellophane!, be shipped through tropical 
waters, for example the Panama Cenal, without 
suffering deterioration?! - and the writer 
hes been instructed to address our answer 
to you. 

The Salt Division of Canadian Industries 
Ltd. has had over twenty-five years experience 
of shipping packaged salt, both with and 
without 'Cellophane', to New Zealand via 


Eastern Conedian ports and the Panama Canal 
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and in that time have suffered only 
trifling damages in trensit, none of 
which could be ascribed to the fact 
that the route of shipment lay through 
tropical waters. We have had additional, 
though less extensive, experience with 
shipments to Caribbean destinations 
which has been of exactly the same character. 

The answer to the question that has 
bemasked is therefore, on the besis of 
our experience, entirely in the effirma- 
CAVE. 

Yours very truly, 


CANADIAN INDUSTRIES LIMITED 
iS6c0,)\N. Ca. hobeon 
Division Manager, 


SALT DIVISION." 


(Page 13075 follows) 
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THE WITNESS: May I say, Mr, Commissioner, that 
my understanding in what I was alleging was that these 
two-pound packages of salt could not be shipped from 
Sarnia to Vancouver because of the fact that they 
Solidified in the packages. Now, I do not know whether 
Mr. Brazier has received an answer to that or nov, but 
that is my contention, and, as I told him, that is what I 
was informed of. 

MR BRAZIER: Q. When you say it is your conten- 
tion, Mr. Harries, it is just what Somebody had told you? 

A, Just what a salt man had told me, yes. 

Q. Apparently somebody with considerable experience 
in making actual shipments? 

A. I am pointing out that my statement was that 
these packages -- and what I meant were these two-pound 
packages moving from Montreal or Sarnia to--- 

Q. You try to make a distinction--- 

A. To Vancouver. 

Q. Are you trying to make a distinction in the size 
of the package? 

A. I am trying to simply say what I had in mind, (thay 
1S alk. 

Q. Actually, Mr. Harries, your own brief shows that a 
considerable amount of salt is shipped or has been shipped 
from Montreal to Vancouver, has it not? 

A. Not in two-pound packages. 

Q. It does not describe what kindy) but isalt is ac- 
tually shipped? 

A. They can ship it in bulk, I do not think there is 
any doubt about that. 

Q. Do you know whether that Shipment shown in your 
brief was packaged or bulk? 
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MR SHEPARD: Mr. Chairman, I have no 
questions to ask the witness, but I would like to put on 
the record a comment on one statement in the second volume 
of the C.P.R. brief. It appears at the bottom of page 126 
of Part II of the Canadian Pacifie brief, and the statement 
is this: 

"Tt may be pointed out in conclusion” -- 
that is, in concluding their reply on the long-and-short- 
haul brief of Alberta -- 

"that the Province of Manitoba does not support the 
position of Alberta." 

Now, it may be more, Mr. Chairman, a matter of 
argument, but I did think it was ‘appropriate to have on 
the record the reference to the Manitoba submission on 
transcontinental rates, which starts on page 121 of our 
printed submission, and it enumerates three criteria, and 
our technical advisers advise that they can see no conflict 
between those three criteria and the five put forward in 
Alberta's brief; and I am instructed to say that we are 
supporting Alberta's position on this »brier. 

MR BRAZIER: Mr. Chairman, I would like to call 
my learned friend Mr. Shepard's attention to the fact that 
the witness they put on the stand was only too willing to 
withdraw I think it is the third criterion. I think his 
statement to bie Commission at that time was, "I am 
afraid we are out on a limb. We eannot justify dep had 
do not know whether Mr. Shepard is now reversing the 
statement that was made at that time or not. 

MR SHEPARD: No, Mr. Chairman, I am not reversing 
that. I well recall Mr. Moffat's statement. I have not 
got the transcript here, but he is the technical adviser 
who has given me this information and instructed me to 


make this statement now, and, whether there are two or 
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three criteria, Manitoba does not consider that there is 
any substantial difference between the submission of 
Manitoba itself and Alberta. 3 

MR SINCLAIR: There is one thing that I would 
like to have clarified also, Mr. Chairman, and that is 
whether Manitoba is now changing their submission at 
chapter 9, pages 11 and 12 of the mimeographed brief that 
I referred to this morning, where they placed the criteria 
for competitive rates as that the rates charged by the 
railways are sufficient to meet their out-of-pocket costs. 

MR SHEPARD: No, we are not changing that. 

MR SINCLAIR: Well, I say that that speaks for 
itself. 

COMMISSIONER ANGUS: Mr. Covert? 

MR COVERT: There are just two or three things I 
wanted to ask Mr. Harries. Perhaps I should address it to 
Mr. Frawley. I would like to have the position clear. I 
understand that in the early part of tho 30% case Mr. 
Frawley seemed to be arguing that the transcontinental rate 
to Vancouver should constitute the maximum to all intermed- 
late points. In other words, he contended that the eee 
couver rate should carry back to the point where it met the 
normal rate. It did seem to me that what he was asking for 
in this brief was simply for more effective control of the 
water-compelled rates to Vancouver, and he would apparently 
allow intermediate tolls to be higher than the more distant 
ones, provided the railways prove that they have satisfied 
certain conditions outlined in the brief. Now, it seemed 
to me that there might be a shift in emphasis there, and I 
thought perhaps we could clear that up so there would be no 
misunderstanding, 

MR FRAWLEY: Mr. Chairman, I am very glad to accept 


my friend's suggestion and make a brief statement at this 
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time. Certainly in Alberta for many years, sir, there 
has been a feeling that because of what has transpired in 
the United States in the territory immediately south of 
our province, and immediately south of the interior of 
British Columbia, there should be an equalizing of the 
port rates with the intermediate rates in Alberta, and I 
think that probably some of the business men who gave 
evidence in the 30% case and perhaps before this Commission 
made statements just more or less outright to that effect. 
If I have been guilty of any similar statements, simply 
Saying that what we desired was a spreading back of the 
port rate, it was of course because we had perceived what 
the application of the fourth section in the United States 
had done in result, and I can give no better example of 
it, sir, than Exhibit 136, which I filed a few days ago, 
in which we find that the rate from Detroit, Michigan, to 
Sweet Grass, Montana, on canned goods in carloads is $1.50, 
and we know that it is $1.50 because it is $1.50 to 
seattle, to the port. Now, it is because of that sort of 
thing that we have said that we wanted the rate spread 
back. 

Now, the considered position of the Province of 
Alberta today, as is exemplified by its brief and by the 
evidence of Mr. Harries and Professor Locklin, is that we 
wish to have introduced into the Railway Act a proper long- 
and-short-haul rule, with these powers given to the Board, 
and then, once that section is operative -- and I think I 
answered this question to either the Chairman or yourself 
or Dr. Innis yesterday or the day before -- we will then 
be content, whether it means increasing the port rate to 
our rate, lowering our rate to the port rate, or something 
in between. In other words, the elimination of the dis- 


crimination igs what we think should take place, and we must 
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be perfectly fair about it. We will be content with 
whatever results from a due administration of this new 
rule which we have nut forward as a suggested change in 
the legislation, 

MR EVANS: I think that does call for some 
clarification, because you see Mr. Frawley has now said 
they want the discrimination eliminated. He does not, 
therefore, concede in his present statement that there 
can ever be any of this discrimination at the intermediate 
point. 

MR FRAWLEY: My friend has misunderstood me. 

MR EVANS: No; that is clear on the record. 

MR COVERT: Let us make it clear, Mr. Frawley. 

MR FRAWLEY: To make it clear, the section 
allows discrimination, sir; that is perhaps the way I can 
HULL, 

MR O'DONNELL: That is, your section. 

MR FRAWLEY: It allows discrimination, as long 
as these conditions have been put forward to the satis- 
faction of the Board, and I think Mr. Harries himself used 
the expression -- once that has been done, I think, to use 
Mr. Harries! expression, you can have all the ddeorimina= 
tion you like. That was the colloquial way in which Mr. 
Harries put it; he said just that from the box; I remember 
it, and that certainly is our position. 

I hope I have made it clear, first to the Commis- 
sion and to my friend Mr. Covert. I am quite anxious also 
that it should be clear to my friend Mr. Evans -- not 


quite so worried, but still I am anxious. 


EXAMINED BY MR COVERT: 
®. ‘Now, Mr. Harries, there are just, I think, two 
questions I want to ask you. First, my understanding is 


that you want the burden on the railways to prove such 
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things as, for example, the compensatory nature really of 
the rate, don't you? 

As “NOs eo oir, 

Q. Now, I think the Chairman asked you yesterday 
if you were satisfied with the tests that had been 
applied in the United States to determine the compensatory 
nature; perhaps that may not have been his direct ques- 
tion, but that was what I understood he asked, and I be- 
lieve you said that you were satisfied with those tests? 

hb. Vexes, o8hr, ythathis: whatiiteatd. 

Q. If there were not some Simple tests that could 
be applied, it would seem to me that by this legislation 
you might effectively prevent the railways, or you might 
come in and argue every time the railway applied for 
relief under this section, you would be saying, "You have 
not proved that this proposed rate is compensatory," and 
it might be something that would be impossible for them 
to do. Now, I just want to be absolutely certain of 
Alberta's. position. on that. 

A. Well, our position, sir, is that the procedures 
that have been used or the tests which have been used a 
the United States would be Satisfactory here. We are not 
trying to set up an impossible proposition at all. We 
think that certainly they can show that these rates are 
compensatory and so on by reference to a few general tests 
in most instances. 

Q. I think, since that question was asked you, we 
Should find out generally -- perhaps I could better ask Dr. 
toecklin about this, but I want to see if perhaps you can 
tell me what your ideas are. I believe there: are three 
usual tests -- one, the percentage of the normal rate; is 
that one? 


A. That is a test, yes, sir. 
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Q. And another is revenue per ton mile? 
AGVIPYES8S 

@. And another revenue per car mile? 

As  XSs. 


Q. Are those the three that are generally applied? 
Sometimes they apply one, sometimes two, sometimes the 
whole three? 

A. I think, sir, that any answer I give you would 
just come from what Dr. Locklin has told me, so I would 
sooner leave that with him, if I may. 

Q. Now, I want to get this clear; perhaps it may 
save some time later. Alberta does not say that they are 
wedded at all to the language of this legislation. I 
understand that in the main you have perhaps copied some 
of it from the Interstate Commerce Act and some, I think, 
perhaps specifically number 5, from one of the decisions in 
the American casvs? 

A. No, sir. We put forward this draft simply to put 
tin conerete form what our proposal is in particular words 
and so on. It is the intent that we were trying to get 
across by putting thisin, sir. 

MR COVERT: That is all I have. 

MR FRAWLEY: And you remember, Mr. Covert, that 
the Chairman has brought up the question of protecting 
existing departures, and we will have to make some--- 

MR BARRY: Mr. Chairman, since the provinces 
have expressed their opinion, on behalf of New Brunswick 
I wish to express opposition to the amendments especially 
as drafted. We are quite prepared that there should be 
some control of the railways, but not to the extent that 
they will be a prey for any competition that would take 
all their business from them, by requiring them to fulfil 


what appear to be the impossible conditions under section 
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Prot. Lockiin 
314A as proposed, which will only result in another 
rate application for an increase, and we have had 
enough of those already. 


PROFESSOR D. P. LOCKLIN, Recalled. 
CROSS -EXAMINED BY MR EVANS: 

Q. Dr. Locklin, I approach our little discussion 
with a great deal of diffidence, I may say, and I trust 
that you will make allowances for my lay thinking on 
these subjects. I want to discuss with you, if I may, 
some of this early history in the United States and the 
development of the legislation, The original section, 
which I think you said was enacted in 1887, was a section 
which, as it was interpreted by the Supreme Court. of the 
United States, gave to the Commission no discretion to 
prevent the eueeniied intermediate point discrimination 
if the railways could show that there was in fact compe- 
tition. Have I correctly stated that? 

A. That is the way the Interstate Commerce Commis- 
sion interpreted those court decisions. 

Qw Wese. So, that. 4 think we understand one another, 
that the deficiencies in that legislation, which, as I 
think your brief puts it, and as the Interstate Commerce 
Commission is said to have put it, rendered the section 
a nullity? 

Ron Yes. Sin, 

Q. I suppose it would not be quite fair to say 
4t rendered it a nullity? 

A. That is somewhat of an extreme statement, 
perhaps. 


Ou. Yess pin entect. 30 wasa nullity, .so. far 


as it gave to the Commission a discretion to allow or 
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disallow, as they might see fit, intermediate point dis- 
crimination? 

A. I think that is a correct statement. 

Q. Now, have you compared the position under that 
early section of the Interstate Commerce Act with the 
legislation in Canada from the beginning? 

A. No, I have not compared the Canadian situation 
with it. 

Q. Well, if I were to suggest to you aug ei I am 
not asking you to accept my interpretation, nor do I ask 
you touinterpret Le yourself, but if. l were to suggest to 
you -- that there is a discretion here under the legisla- 
tion, long-and-short-haul clause, in the Board, would that 
in your view not be a very material difference in the 
question as to whether the regulatory tribunal would look 
upon the matter as a nullity as far as they were concerned? 

A. I do not know that I quite get your question, but 
I think that it would mean that your present rule is 
superior to the rule that we had between 1897 and 1910. 

Q. Well, that is all I am suggesting to you, that 
there was one situation in the United States where the 
effect of the decision of the Supreme Court was to hold 
that the Commission was powerless once competition was 
shown, and that in this section -- and, as I say, I am not 
asking you to accept my interpretation -- if there was 
found to be a discretion here where there was not there, 
that would make a very material difference in the question 
as to whether the legislation could be considered a 
NU Uy 

he Yes) b. think thateis: correct. 

Q. Now, I suppose that at the time when the Supreme 
Court had given its decision there were really a couple of 


principal alternatives when Congress had to consider what 
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they would do, and I suggest to you that the alternatives 
consisted of two principal ones: First, they could have 
Said, we will give the Commission a discretion without 
requiring a substantive application by the railways for 
relief -- that is alternative number one -- or, secondly, 
they could have said, as they did say, we will give the 
Commission a discretion plus requiring a substantive 
application for relief? 

A. I am not sure that I understand your first 
alternative. 

Q: Well, I’ do not want to rush you; I want you to 
understand it. The two alternatives would be, first, to 
bring relief from the decision of the Supreme Court, the 


alternative might have been that the Commission would be 


given the broad discretion which prevented the matter being 


considered a nullity, without laying it down as a pre- 
requisite that the railways must go to the Commission and 
ask them for relief? 

A. Well, the original Act contained a proviso that 


the Commission might in special cases grant relief. 


(Page 13087 follows) 
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Q. Yes, but wasn't the decision of the Supreme 
Court to the effect that once a railway showed competition, 
then there was nothing that the Commission could do to 
prevent intermediate point discrimination? I am talking 
about the reverse view. You see, the relief ig another 
matter. Have I made my point clear? 

A. As I say that is the interpretation that the 
Commission put upon those Court decisions. 

2. And the proviso saying that the Commission 
could grant relief in special cases would be where the 
railway asked for relief? 

Rie NO. 

Q. But I am putting to you the other case where 
all that the railway had to do, according to the Supreme 
Court was to establish it was competition. They did not 
have to ask for relief? 

A. My interpretation would be that a case of 
long-and-short-haul discrimination that could not be 
explained by competition, would have to have the approval 
of the Commission even in the period from 1897 to 1910. 

d+ -L Ouite eeree with you. (I think that is the 
real distinction between the point I am making and the 
point you are, making... Alb. IL was. putting to you wasithat 
under the original section where there was not a question 
of competition involved the railways could still get relief, 
but once there was competition they did not have to ask for 
relief and the Commission could not compel them to avoid 
this intermediate point discrimination? 

A. I think that was correct. 


Q. 


<7] 


so that all I am saying to you is that jin’) order 
to get over that difficulty Congress was faced with two 
principles. One they could have said "We will give the 


Commission the discretion to disallow these intermediate 
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point discriminations" without requiring also that the 
railways first come and ask them for relief, or,secondly, 
they could have given them the discretion plus the addit- 
ional requirement that railways first ask for relief before 
they publish the rate. You see there are two alternatives 
there. Now then, what happened in 1910 was, that 
the pendulum swung from a point at which there was no 
discretion on the part of the Commission to prevent this 
discrimination,to a point which passed over the intermediate 
stage we had in Canada,to the ultimate stage which Mr. 
Frawley now espouses that there should first be a substant- 
ive application by the railways. I am just getting this 
language in its cubby-hole as it were. 

AY. 6S OUR Iink that would be correct. 

Q. Now then, if I might take a moment with you to 
expand your views on these figures which Mr. Sinclair was 
talking to Mr. Harries about; your Case No.l in your 
book at page 537 is your Case No. 1 corresponding with the 
firey figure St the top of page 3 of the brief. That 1s 
the competition between railway routes for the smaller 
mileages and costs? 

LP Weer tier wre Pees 

Q. That is what you have got as figure 42 on 
page 537 and what you call "Unjustifiable long-and-short- 
haul discrimination"? 

Ba Lee. 
®, *86 that that form of discrimination ts what 
your writing on the subject has condemned as unjustifiable. 
Now then on page 539 in figure 43, that is of your book, 
you will see, as I understand it, the kind of discrimination 
which is mentioned or which is found in Item 2 on page 3 
and which the brief calls "Competition of a circuitous 


route with a direct rail rote"? 
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Q. Now then, that form of discrimination, I gather, 
) Speaking generally and subject to qualifications that must, 
Of course », Exist, is a kind of diseriminatvion which you 
have generally approved in your writing on the subject? 

PourTsub ject to quite a number of qualigications. 

Q. Yes, I was going to explore those with you. But 
at all events you make a broad distinction in general terms 
between that form of long-and-short-haul discrimination and 
the kind that is dealt with in Case 1 on the previous page 
and. av, Une Op seL wage 3 of the brier? 

Ay. l nave “fotethe spaces mixed upshere. Are you 
talking “about the book or .the brief? 

Q. -L am trying to wet the book and the brief 
together. Case No.l contained in Figure 42 on page 537 of 
your book, I have found to correspond with Item No.1 on 
page™3 of the brief; and Case: No. 2 whichsappears in your 
book at page 539 in Figure 43, corresponds with Item e 
an the brief onwpage 37 

Ae NER: 

Q. Now then, what I am saying to you is that, 
leaving you qualifications, that you make a broad distinction 
between the kind of long-and-short-haul discrimination as 
between a competition between rail lines having approximately 
equal length and costs and rail lines one of which has a 
direct route and the other of which has a circuitous route? 

fs. TGS 

Q. Now then, as to the qualifications, I assume 
that the qualifications that you have in mind are those that 
have been pretty generally recognized in the United States 
by the Commission: they are, that at least you must have 
Sone circhityhio come within yoursCasel cy 
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Q. And that the Interstate Commerce Commission 
has roughly defined the necessary minimum security to come 
within Case 2 at 154? 

Hie PYeS 4 

Qa. And then, depending on the mileage of the 
direoty,route; there have !beon'differing maximacof circuity 
vo wjustify this form-of) discrimination? 

hoy That cls rach i 

Q. And those maxima run from 70% on short mileages 
up to, say, 33% on the long mileages? 

AstwWwes. 

Q. Then there are considerations of this kind; 
‘there are considerations, I suggest to you, which involve 
the question as to whether =-and I suppose this is also 
involved in these percentages=-as to whether it is 
economically desirable that you should have a wasteful 
transportation by an unduly circuitous route? 

Axa Yes. 

2. Now then, even that is subject to some 
qualificagions as I imagine you would agree, that if you 
were to find that the direct route were unable to carry 
all the traffic offering ,you might excuse a degree of 
circuity rather than to put in a new line parallelling 
the direct line,and that is a principle that has been 
recognized in the Interstate Commerce Commission? 

Aviye done thinks Iti hass 1 dot nok seem) tor recall 
ay,case ofrthat sort. 

Q. I take it from your book - I have not looked 
up all the cases, \= but Istake itofrom your’ book that that 
at least was acceptable to you? 

Ava. Yes mite wouldabpes 
®,. And asa’matter of fact, I was not quite clear 


v 


whether this was also acceptable to you, although it may have 
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been acceptable to the Interstate Commerce Commission, that 
also some relief has been afforded under the circuity rule, 
and despite the circuity rule,to a weaker line that 

necdea traiiic in some cases? 

A. Yes, by that we mean that in a rigure like 
this one on 539, F. gure 43, that if you imagined that the 
direct route in miles was a high cost route due to 
Sparcivuy Of trarricvor difficult terrain or something of 
that sort, that the natural route and the low’ ‘cost 
route might really be the circuitous route, the one that 
was circuitous in mileage, in which case it has happened 
that relief has been given to such a high-cost direct 
line to meet the competition of a low-cost or circuitous 
Eine: 

QO.” That is sort of the converse of the one 1 was 
putting to you, that you might have a circuitous route, 
a weak route, that needed traffic, or you might have a 
circuitous route, a low-cost route, and whether it was 
weak or not you might give relief to the high-cost direct 
route - sort of the converse of one another? 

fee ee 

a. i 4ust° wand tCovclesar thatiup as a’ sort oF 
gonerality. Now then, the discrimination which comes 

within. your Figure 44 on page 542 of your book is, to all 
intonts and purposes a discrimination which comes within 
the category shown in the Figure at the top of page Lvot 
the 'prier? 

he.’ Lehi Sey “Ves. 

Q@. And there, to speak generally and always 
subject to this declared policy by Congress, that rorm of 
discrimination meeting certain conditions is generally, you 
consider, justified? 


A. If certain conditions are fulfilled. 
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Q. I. am not asking you to give me an unqualified 
answer because there must be conditions, but I just want 
to eliminate from our discussion as many of these things 
as possible. Now then, when you come to the class of 
competition provided by this water route, there is one point 
i wWant toscléar up.with.vous.. Dorcwas. it 1910 that. the 
pendulum of regulation, as it were, swung from the condition 
which produced the opinion that there was nullity,over to 
the point where the railway had to make this application 
and to satisfy the requirements, and it was at that time 
that two things happened - I should say three things 
happened - first, the Act was amended to provide that there 
must be this application by the railways for relief and, 
second, it had to be shown that the rates must be reasonably 
compensatory? | 

A. No, not so far as the statute was concerned. 
That came in the 1920 amendment. 

Q@..-Leam sorry 3... you are: quite.right...iI.am mis-= 
reading my own note. It was in 1920 that that question 
arose as to whether the rate should be compensatory so that 
in 1910 the big change was that this discretion was given 
and 2 substantive, application regquired,.for, relief? 

Awa Mess 

Q. And then in 1920 a sccond change occurred, that 
rates must be reasonably compensatory and that no effect 


could be giwen to potential competition? 


Ae On 

Qe And, three, this equi-distant clause? 

A. It has since, been repealed. 

Q. Yes, I am going to come to that. Now ,with 


regard to tkhe matter of potential competition, I Suppose 
you will aguree that that gave some real trouble to the 


Commission? 
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Ai. Mes 

O. AS 8 Matter of fact. you: did not, quite. see the 
soundness. of. that prohibition... did, you? 

A. I see the reason for it; there is some 
nistorny. behind that. 

GO. rlathink probabla. This may, Dringwit back) ton your 
mind. You felt that it would have been wrong to have had 
the word. "potential”.or.at least to have... potential 
competition allowed to the extreme but that you did think 
there was a little absurdity in-(I will read what I have 
from your book):"There is some degree of absurdity in a 
rule which encourages investment in waterways - ". I 
am reading from 552. 

ho OYeS), Lb Bee. 

Q. "There is some degree of absurdity in a 

rule which encourages investment in waterways, 

docks, and barges for the purpose of bringing 

about a reduction in rail rates that cannot 

be lawfully accomplished until such investment 

is made"? 

A. Yes. 

@. So that actually may I suggest this, to you, thar 
one of the difficulties with legislation and legislating 
for ii sorts of things is that you sometimes tend: to swing 
this pendulum a little too far and get too firm and rigid 
in your language and you do find that although the evil you 
are trying to remedy may be remedied,you have gone a little 
too far in the language you have used. Is that not what 

you mean ‘in that paragraph? 
AS 8Wall,.you can, interpret it thav way; yee. a 
would stand by this statement. 

9. I am not asking you to change it. 


aS T would like to explain just a little bit about 
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about that, that there appear to have been a number of 
cases before the Commission before 1920 in which the 
request for relief from Section 4 was based on water 
competition when the water competition was pretty fanciful, 
and that is why Congress put this provision in the Act in 
1920. The Commission has construed this about as liberally 
ap tt, Cem in order to avoid the type, of difficulty or 


absurdity that I have suggested might occur. 


(Page 13099 follows) 
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Q@. Yes, I think you and I are entirely in agreement 
On that. There was a little rigidity to those words 
prohibiting potential competition that led the Com- 
mission to press a little bit to get a rational answer 
to the problem that that language presented. Is this 
what happened: The Commission then held that actual 
movements were not necessary to establish actual come 
petition? 

A. Yes. 

Q. In substance they said: If all the facilities 
of competition were available that satisfied the require- 
ments of actual competition to be shown? | 

A. It perhaps requires, I think perhaps it involves, 
a little bit more than the existence of facilities. I 
think there must be a reasonable prospect that traffic 
would move if adjustments in rates were not made. That 
is, mere facilities might mean the existence of the 
ocean, or the existence of a river which, perhaps, needed 
the expenditure of some millions of dollars to make it 
useful. 

Q. Are you expressing now your own view or the 
view of the Commission as it has interpreted that section? 

A. I have forgotten now just what your question was 
which led to the comment. 

Q. Whether the Commission had not actually found 
that actual movement by water was not necessary to make 
the competition actual; and I use the words to be found 
at pace 552, "that Lt ts sulficient thet the *racrrities 
for such movement are readily available. 

Ae Negtiities or courses. mean, iT think a jp tutle 
bit more than the existence of a waterway and docks and 
so forth, s3dut the existence of some people in the 


business of transporting goods by ship or barge who 
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would likely come into this bsdhess ean 

Q. You would go this far: If you had a number 
of ships of the tramp variety floating about the world, 
sailing under the Canadian sie aia at ah piri Sunita 
in coastwise shipping--floating around the world looking 
for cargoes, but deterred by the present transcontinental 
rate structure, that would be a facility which is 
available in conjunction with the water route facilities 
in operation; that would be a facility available, 
assuming there was a cargo offered. 

A, I would think that was actual competition, 
unless the people engaged in this business were not at 
all interested in this particular movement. 

Q. As to the equi-distant clause, while that is 
perhaps in the limbo of forgotten things, it is not 
quite. I thought we might discuss it, ‘ equi-distant 
clause which was added to section 4 in 1920, and which 
was a further limitation on this long and short ‘haul 
discrimination. 

Ae Ces 


Q. And in substance, and I am not trying to get 


meticulous iad overes it prevented higher rates being 
charged to intermediate points on circuitous lines; it 
prevented higher rates being charged to intermediate 
points not to exceed those charged to the through 
distance by direct route. Is that the substance of it? 
A. I do not believe you have stated it quite 


correctly. It is a very confusing thing to state. 


ae I was trying to get it down to a simple state- 
ment. Perhaps I could read it from your book. I shall 


read from page 5521 
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"It provided that when fourth~section relief 
was granted to a circuitous line competing with 

a direct line, higher charges should not be per- 

mitted at points at which the distances were not 

greater than the through distance by the direct 
route." 

A.) Yes. 

Qs All I .want to say ebout 1t is this: That the 
rigidity of it provided very considerable difficulty 
for the Commission when they came to administer it? 

A) Well, it did cause difficulty. But the reason 
for its removal was not so much the difficulty as its 
unsoundness under certain conditions. 

Q. At all events, in 1940 that clause was 
repealed? 

Ae YSS., 

Q. Although in circuitous cases the Commission 
has given some effect to the principle of it? 

A. In some instances it has imposed that condition, 
although it does not have to do so under the present law. 

Q. Would it be fair to say that we start off this 
picture in the United States with this legislation and 
any reaction it has brought about by the finding 
of the Supreme Court, the pendulum has swung part of 
The wey across and 1% 168 little after across, and it 
is quite apt tc fall downward a little bit because of 
the rigidities introduced by attempting to cover too 
much and too rigidly by legislation? 

A, I think that ts correct, "but ‘the’ picture 1t 
Leaves 1s just 6 little bit misleading if you'do not 
consider some of the proposed legislation in the 
meantime, which, at varicus times, Congress has 


rejected. 
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Q. I assume that Congress has had legislation 
all the way from extreme rigidity of adding to the 
regulations to the removal of all the regulations. 

And I essume that you and I would not want to explore 
all the bills that have been presented to Congress and 
to which Congress objected, for one reason or another? 

A. -Of course ach BUG Dp) think 2o) 1s only, fairy 
to make clear that at times there has been movement, 

a sentiment for an even stricter long and short haul 
Clause than we have; and at times there has been 
agitation for further relaxation of what we do have? 

Q. Yes. 

A. Congress has rejected both of those demands 
to change the law. 

Q. Well, as a matter of practical business, and 
having regard to the commercial necessities of the 
operation of utilities, I essume that it is part and 
parcel of your theory that there has to be discretion 
rather than rigidity in the regulatory legislation? 

A. With some qualifications. It would take me 
some time to explain my views fully on that question, 
so far as transportation legislation is concerned. 

Q@. As between extreme rigidity and flexibility 
dealing with the discretion of the regulatory commission, 
would you not agree with me, speaking in general terms, 
that the discretionary matter is probably the most 
adaptable? 


Pivain oh OSS I would like to point out, however, 
that usually there is a movement from very broad 
discretionary powers, and then, as a result of experience 
in administering such broad legislation, certain principles 


evolve, and there is a tendency to put them into the 
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statute. And that is, anyway, what we did in 1920. 
And with respect to two of those changes in 1920 that 
are of that nature, they just grew out of the exper- 
lence of the Interstate Commerce Commission in admin- 
istering the Acts. Two of those stand. One was found 
tobe’ too rigid a policy to write into the statute, 
and it was removed. 

Q. Yes. Now, there is only one other type of 
competition I want to discuss with you. You have dealt 
with the question of market competition, and I think it 
is only fair to say that you have expressed some cone 
Siderable doubt as to whether that kind of competition 
is economical and advisable. 

A. It can lead to a great deal of waste in 
transportation. 

Q. At all events, the Interstate Commerce Come 


mission has permitted certain cases of relief against 


‘the operation of section 4 to meet market competition? 


fn > Ves), 


Q. And I think one of the cases your book refers 
to is that of the mid-west producers trying to get to 
the market at New Orleans in competition with products 
brought in by the Atlantic seaboard to New Orleans by 
water? 

Mar Yes" 

Q. Now then, in your criticism of market com- 
petition, do you distinguish between market competition 
from producers within a country and market competition 
from producers outside that country? 

Ay VWOoohave notuany’opinion«enithat. I have never 
made any such distinction. That gets you into the 
question of trade policy and so on. 


Q@. Yes. But as a practical matter, while we 
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continue to have two separate nations, each striving 
for nationhood and prosperity and increased production 
and so on, I would think you would RO. this Ter, That 
Quite different principles might well be applied in 
approaching the question of market competition from 
foreign sources compared with the local producer? 

Ay INeG Miehe bey) yes 

Q. Now then, if I might for a moment turn to 
page 88 of the brief, that part of the brief for which 
you were responsible, you were speaking on this page 


of the transcontinental rate case in 1946 I.C.C. 236 


1917), near the bottom of the page. That case was 
heard in 1917 while the first world war was in progress, 
and the finding of the Commission which eliminated the 
then existing relief under section 4 was stated in 
language which you quote near the bottom of page 88 in 
tnis. form: 
"The Commission found that "'the present service 
by water between the two coasts of the United 
States is infrequent, sporadic, and irregular'." 
And since that language was used, I thought perhaps we 
might at least clear up some of the conditions, or some 
of the inferences which might be drawn from that language. 
I suppose what brought about the condition of infrequency 
and irregularity and so on was the fact that during the 
war the shipping was all in government service and had 
to go where the government required it to RO s and TL Ff 
any movement by water inter-coastal took place, it would 
be a movement which was only filling in the ship's time 
while it was not on government service. 
Be iat, 


Q. I was going to suggest to you if in peace time 
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you found infrequent, sporadic or irregular movement 

by water, there might be a very considerable difference 
in the view of your Commission as to whether that would 
constitute a reason for refusing relief to the railroads? 

A. Yes, there might be some disagreement. It 
would be 2 difficult case. | 

Q. Yes, In one case the sporadic, irregular or 
infrequent movements are caused by the physical 
impossibility of having the ships to move. That is a 
different kind of irregularity and sporadic movement 
from the one caused by the fact that ships are just 
picking up the odd cargo wherever they can find it? 

A... Yes. 

Q@. Now then, I have a matter that I want to ask 
you about. I notice some passages in your book, and 
in the light of some suggestions which were made here, 
I thought I would like to get your views. One of the 
provinces which came before this Commission made certain 
suggestions <= I want to be fair about this -- that the 
authority of the executive branch of Government over 
the Board of Transport Commissioners should be increased 
to the point where the executive branch of Government 
could override the decisions of the Commission. ui 
wondered if you would agree with that suggestion? 

A, Well, of course, that goes to the question 
involving the structure of your government and con- 
stitutional law, you might say. 

O a0 oh Go. net want, to.get sou into aapolitieslsndis~ 
cussion, but I would like to get your views on that 
because of your experience in relation to regulatory 
tribunals and your other qualifications. 

A. Speaking only of the situation in the United 


States, I would be opposed to such a suggestion. he 
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won't say that that necessarily applies in Canada. 

Q@. Nc, but I think we are in agreement that the 
legislative branch must always be free to pass legis- 
lation. We cannot take that away from them. But I 
think you and I also agree that a regulatory commission 
-- I am speaking now on a matter of principle, not 
nationally or anything else. 

A, May I interrupt? 

Qe wie sh 

A. I think perhaps I misunderstood your first 
question when you spoke of the administration; did you 
speak of the executive, the administrative branch of 
the Government? 

Q. The executive branch of Government heving 
authority to override or to disallow findings of the 
regulatory tribunal, the administrative tribunal. 

A, That is what I thought you meant. Then you 
began to speak about Parliament. 

Q@. I think you and I would agree that legislatures 
must always be available, must always be free to pass 
on policy by statute? 

A« Wes. 

Q. But I distinguish between the legislative 
branch of Government and the executive branch of 
Government. 

A, Yes. 

Q. And I take your answer to mean that while you 
agree with me that the legislative branch must always 
be free, yet it would be a bad thing for the executive 
branch to intervene in the findings and decisions of 
the regulatory tribunal which has the power of 
regulating railways and their rates. 


A. That would be my position with my background of 


Ripenia: salen jared 
Ea. oan aduevavegs: 


wh 


‘ 


a mt che 7. i 
a Sad xi Tews -t atn: oa i te 


ri ¢* 


| ‘epedsbager-c. dale HoTah: ee pp we 


| teownidgereneseas Teng Bor 2 wap WON BA me OG ha. Dpee : 
al epee weaken, et eoR tt pe - 
tte eireg ng TCM a tt el 
«Baty ee aa 
TRIER cali i. hops veahhue iy re repel ogy le tgtt | tid “4 Ae 
am Ee ronan EGOS orld! pe case lod agder, Oe FRR a 
oe: “Mopidd i Phase: itigihie; atid. owt tioese.! oft Lo tseqgy 


rior Lyon: eg3 
PS y : ; ; ; ” eS : - 
HALVES TROUPE VEL, The, Mec giddy oui tages. ath Gy > i 
Bh a + Pr —e ee S seu -k kz ‘ Be ee 7 ; - a Pr 
aah? Ts ogee t bead Sr wel Lead bs ogy SO- eb patievo of; YaytRaMeae. ig 


‘ DURES teproriiers tina, shits I2 ee ee Py Yee Jt tgs a 


stages ER el ee ec PF i - el ro Fe) : i 
; $5 re: : rey! . te eeris ae i BL nae x oes ty Se fh? Ten : a By 


z iit ha athe  lRpeete, JOR, I hens. OF TER 


} 


peruse Ded wee heat: series belive Tr bag. vox, angi Te 
CRAM: 09) eRent| Gas ayowdiy Tea; pleat teow ady oyeLa. See 


pO Be Ta Eolipg- ni: 


1 *;: “ts ‘ P —e ge Pi Dill ee ie ee - bl P 
7 te he beet . feet’ Pe En. , rr ity, EW } 8] Lea LEG. aie 2 ei L, J ¢ tute 0B: 
©: D0 Hap Treogtoves “h . roe ay 


ni avott, . 


1 ‘ rr,’ , * ol og oe 18 
by tiered arth ear 


%y i Beles. Aho Ae. 264 ’ a | or eee a ‘ v4 : 
; Bey Qa CES Seah OOF Tew Woy seed A BA ff. 


ny (Mee Ie Coy owtte deel ent Page om: tug SATE: 
; CRA S00 8 Gre Sad a odihayow st Jae yeaah od 
+ @retinto ot, tas. aeebantt, oft ah eiavrecat of degen 
Be rem ase aga epee Eeonshss, yrot-ohuggt eld, 
stars ehe Ba oe ys tes wane be 
xe SMES TEESE Tr ey PEALE ¥% Wh Boyes Peer 
0 


7 7 
s 


7 
ee 


HH 


~ 13107 ~- Prof. Locklin, creex 


American Government. 

Q. I am only asking you as a matter of principle. 
i do not want, to, involve you, nationally, andi do -not 
want for us to get on the basis where anybody may think 
that you would speak one way in one country and another 
way in another country. But as a matter of principle, 
is it not a bad thing to have executive interference, 
that is Government executive interference, with tribunals 
which have the power of regulation over railways and 
their rates? 

A. Yes, I think so, if you are speaking in terms 
of what we ordinarily think of, in terms of regulation, 
not in terms of promotional policy, or things of that 
sort with which our regulatory bodies do not have 
very much to do. 

Q. If the railways apply for an increase in their 
rates, and the Board has heard the evidence and reached 
a decision, do you not agree with me that it would be 
wrong to have that decision overridden by the . 
executive arm of Government? 

PhCek thank ssoy. yes. 

Q@. And is it not your view that one of the prime 
merits of the regulation ef, UBLLEty iby a: commission ‘or 
a board is that the commission should be protected from 
this kind of pressure, and should be free to make 
decisions in these controversial matters in a semi- 
Judie ted atnive phere, and in a completely impartial 
atmosphere? 

Be» Yes? May Leinterrupt you? 

QO Wea 

A. I would not like to be put on record here as 
passing judgment on 4 system that you may have in 
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Q. I fully appreciate that and I am really not 
trying to embarrass you. I would not do that for 
anything. But when we do get an expert on the stand, 

I hope we can get away from any inhibition, and 
unequivocally get what opinion he may hold personally 

on the matter. Now then, we have had also in the 
hearings before this Commission such additional questions 
put forward, such matters put forward; and there is 4 
familiar theme we have heard here many times: That 

the western farmer pays the freight on the thing he 

buys and also pays the freight on the thing he sells. 

Do you agree that that is an invariable rule? 

MR. FRAWLEY: Who ever said that? 

MR. EVANS: I do not know whether it was in 
the apex or the claimed apex. 

MR. FRAWLEY: Somewhere there. 

THE WITNESS: That involves so many things that 
I would question whether this is the place to argue 
such a principle. 

MR. EVANS: .-Q@. I know; there are a great many 
influences; but could we reduce it to this kind of 
proposition: That whatever, as a matter of general 
principle, may apply in such cases, there is not a dif- 
ferent principle as regards the farmer than there is 
as regards any other person in the country? I mean, 

a different principle of economics does not apply? 

A. I do not quite get what you are putting in 
your question. 

Q. Iam deficient, I know; but we have had a claim 
here that the western farmer pays the freight on the 
thing he buys and on the thing he sells. I was going 
to refer you to the language in your book and the reference 


there at page 21, and I thought that you had gone as far 
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as my question led you, and I want to give you every 
opportunity of correcting it. I understood your book 
tO say that 1t is the common claim on the part of 
farmers; and then, about half-way down in the middle 
of page el, you say: 

"But this cannot be true unless one law 
determines the price of manufactured commodities 
and a different law determines the price of 
agricultural products." 

I wanted to see if that was still your view of such 
claims, speaking generally, as a matter of principle. 

A. Yes, but it takes a gocd share of that chapter 
to explain it. 

Q@. I am not going to say that in all circumstances 
it is true, but the general law with which you would 
approach that question would be the same law with which 
you would approach similar questions involving other 
products? 

A. Yes, of course. There are many differences 
which make it difficult to say the situation is conm- 
parable. 

Q, Quite. For example, there might be the wheat 
policy, the policy we have of fixing the price for wheat, 
with the negotiations being carried on by the Government 
with the purchasing government, for instance. 

A, There are many factors involved. 

COMMISSIONER ANGUS: Q. Were you writing with 
farmers for export in mind, or were you considering 
sales mainly within the country? 

A. I do not believe I was making any distinction 
there. 

MR. EVANS: Q. I do not want to pursue that 


into all its ramifications, but I was wondering whether 
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it was & general matter that the position you took 

was not right. Now, in Mr, Moffat's evidence at 

page 8894, Mr. Moffat appeared for the Province of 
Manitoba, and I think the effect of his evidence is, 

to put it shortly to you, it was rather suggested that 
producers of manufactured goods were really quite 
indifferent to the rates that were charged on those 
goods, and that they could not be relied upon to protect 
the interests of the consumer in regard to the level 

of rates. Heve you any views on that? 

A. I would say that in some situations he might 
be indifferent, and to some markets, perhaps; but when 
he is faced with competition from alternative sources 
of supply, different manufacturers differently located, 
he is by no means indifferent to the rates. 

Q@. I suppose he does have competition in most 
markets with most things; would you go this far: That 
you might have that interest whether or not there was 
competition; for example, if a producer wanted to 
enlarge his output and wanted to have his price down 
so that he could reach into buyers that perhaps other- 
wise would not get to the point of buying his article, 
that he would be very much interested there in having 
his freight rates as low as possible? 

A. Yes, that might easily happen. 

Q. We have had other things here. One of them 
was this: There were a great many exhibits filed 
throughout the hearings showing the relationship 
percentagewise between the value of a commodity and 
the charge for transportation. And I am going to ask 
you this: Would you not agree that the fact that the 
PaCLOrOL transportation charges to the value or 


price of the commodity is high would not incline you 
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to conclude that the rates were not too high? 

A. Yes, I would agree with you. That high 
ratio might be due to the rates being too high, but 
in many cases it 1s due to other causes. 

Qe i Quite. LOLrow tne uy! (ili owas DUGcLIne to 
you was that you could not automatically conclude 
from that that the rates were too high? 

A. No. 

Q@. Would this not also be trues: That’ you might 
have a condition under low rates where the relationship 
between transportation charges as such and the price 
of the commodity was higher then it would be under 
higher rates? 

Ae Yes, 

Gi oO bt really Pets down: to this: Theat Lov 
rates tend to produce the geographic divisions of 
labour and sometimes tend to longer hauls, and in that 
way produce, even through a low level of rates, a higher 
proportion of the price than would otherwise be the 
case represented by transportation charges? 

A. Yes, we have many illustrations of that. 

Q. Yes. Now then, may I ask you a few questions 
about the rate base for a railway or a utility. Would 
it be your view that actual cost is the desirable or 
the conservative method, speaking of the actual cost 
of use, and useful assets, would be the conservative 
and more desirable method of arriving at a rate base 
for a railway company? 

A, More desirable than what? 

Q. Than the cost of reproduction? 

A, Yes. 

GO, ‘Or, ag an alternative, did you ever hear of 


the "Vintaging of the dollars" process of arriving at 
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valuation? 

A. I know what you mean. 

Q@. As compared to the other alternative, would 
it be your view that the actual cost rate base is the 
more conservative, and more likely to be the proper one? 

A. More likely than what? 

Q@. More likely to be the proper one? 

fa 1 SHINnK 804 

Q; Now then, when.it.comes to arriving at. 4 rate 
base, and knowing the original cost, is it always, in 
your view, proper to deduct accrued depreciation to 
arrive at your net rate base? 

A, in most instances, yes. 

Q. I suppose the instances you have in mind are 
those where the depreciation which has been accrued on 
the books has been recovered through charges to 
expenses? 

Ae LT didnot quite caten- you, 

Q. Iwas trying to have all your qualifications, 
and I assume you said in most cases you would, and that 
meant that certainly in the case of accrued depreciation 
which has been recovered through charges to operating 
expenses? 

A. Yes, 

Q. And that there might be some doubt about 
the mere transference of bookkeeping entries which do 
not represent recoveries through charges to expenses? 

A, .1I do not duite see what you are implying, or 
what is involved in your question, 

Q. I thought your book made a distinction on that? 

A, I think I did make a distinction, but I am not 


sure that it is the distinction you are making. 
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ow DR dales im Proi, BockKlin, 


Qa) Perhaps We ought to dook atrit.” JT) do nov 
want to get you to agree with anything that is not 
right. 


COMMISSIONER ANGUS: I think the time for 


adjournment has arrived unless you feel that you can 


finish within a reasonably short time, Mr, Evans? 
MR. EVANS: I shall need fifteen to twenty 
minutes more, in order to finish. 
COMMISSIONER ANGUS: In that case, we will 


adjourn now until tomorrow. 


aeoht 45 p.m.) the Coumisstonjadjourned, until 
tomorrow, Friday, December 9, at 10.30 a.m. 
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OTTAWA, ONTARIO, 
FRIDAY, DECEMBER 9th,1949 
MORNING SESSION 


PROFESSOR D, P. LOCKLIN RECALLED 


MR. EVANS: I find on looking st my notes, my lord, 
thet I have nothing further to ask of Dr. Locklin. 


CROSS EXAMINATION BY MR. O'DONNELL: 

MR. O'DONNELL: I have just a few questions, my 
lord. It occurs to me that Section 500 of the Transporta- 
tion Act has not been put on the record, and it might be 
Well just to read 1t in, I také it’as given in Dr. Lockiin's 
book at page 555. 


section 500 of the Transportation Act reads: 


"It is hereby declared to be the policy of 
Congress to promote, encourage, and develop water 
transportation, service, and facilities in connection 
with the commerce of the Unites States, and to 
foster and preserve in full vigor both rail and 
water transportation." 

Q. That is Section 500 of the Transportation Act? 


AY. utess 


Q@. Dr. Locklin, from what study you have made 
of the transportation situation as it exists in Canada 
end as it exists in the United States, I think you would 
agree that the situation here is considerably different 
from thot cxisting in the United States with respect 
to coordination of various transportation agencies? 

A. I understand there is a difference, I have not 


particularly studied the Canadian situation. 
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Q. Well, in the United States, by reason of the 
provisions of Section 500 sand other provisions, I under- 
stand thet the water transportation agencies are controlled 
as well as the rail transportation egencles by the Inter- 
State Commerce Commission? 

A. Since 1940 water carriers have been reguleted, 
but there ere so many exemptions from the provisions of 
the Act thot actually only a rather small proportion of 
water movements sre subject to regulation. 

Q. Intercoastal movements as between the east coast 
end the west coast ere under the control of the Interstate 
Commerce Commission, ere they not? 

A. Well, some of the exemptions apply there. 

Q. Well, the Commission can exercise control within 
limits other than those where the exemptions apply? 

A. Yes, but the exemptions apply to traffic which 
is pretty important. For instance, the petroleum movement, 
the movement of petroleum in tank vessels is exempt, and 
the movement of bulk commodities is exempt, I believe it is 
if carrying more than three such commodities in the vessel, 
and most of the transportation by contract carriers by water 
is exempt unless that is shown to be competitive with other 
modes of transportation, 

@. And as fer as the trucks are concerned, interstate 
trucking is controlled by the Interstate Commerce Commission? 

As ont es, 

@. And in adjusting rates between rail transportetion 
end other modes of transportation, the Commission does have 
certain control over the various transportation egencies 
in that respect? 
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Q@. And is it your view that oe fully co-ordinated 
transportetion system taking in the various agencies 
Such as rail, water, trucks, and even air can be achieved 
without some body which has a unified control of this 
transportation so thet they may be correlated? 

A. No, complete coordination could not be obtained 
without unified regulation, 

Q@. Would you consider it proper that one of the 
principal transportation agencies,the railways in particu- 
ler, Should be very rigidly controlled, and that competing 
agencies, and particularly trucks and even water trans- 
portation, should be free of control so that they may 
adjust their rates as and when they please in competition 
with the railways? 

ae NO, © Ghatak.) would’ say no to that: 

Q. Could you elaborate on that so that we may 
have the benefit of your views? 

A. Yes, I want to elaborate further on that. TI 
think that whether the various agencies of transportation 
Should be regulated or not depends not only on this 
problem of coordination but upon other things as well, 
and I would say thet water transportation should not be 
regulated or motor transportation should not be regulated 
for the purpose of protecting the railroads, although 
regulation of motor carriers in the United States and 
to some extent the regulation of water carriers probably 
incidentally benefits the railroads. 

L think an” oxaminstion of our legislation’ and of 
the policies which have been adopted or followed by the 
Commission in administering it makes it clear that the 


regulation of these other modes of transportation is not 
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being carried on for the purpose of protecting the railroads, 
endal Will be glad to explain why; I think it would bes 
mistake to use that regulation to protect the railroads. 

Q. Th. purpose of coordinated control, I assume, 
or the object of it would be that each agency should operate 
in a sphere in which it is best suited or particularly 
suited; is that not the proper object? 

A. When you have a highly competitive situation 
between the different modes of transportation I believe it 
is necessary to exercise some control over those relation- 
Ships in order to prevent uneconomical diversion of traffic 
or carrying of traffic by agencies that are not sulted 
to carry it, to some degree. 

Q@. And in order that that should be achieved as 
effectively as possible, there should be a unified control 
by one regulatory body, preferably; wouldn't that be your 
view? 

A. Well, it makes it easier to bring about that 
regulation, yes. l-perhaps should elaborate a little, bit. 
What I had in mind was that in the United States the 
Interstate Commerce Commission has found it necessary to 
use its minimum rate power sat times to check rate-cutting 
between the different modes of transportation. 

Q. And the Motor Carrier Act of 1935 and the Trans- 
portation Act in 1940 had as their purpose, I assume, or 
one of their purposes, the control of trucks, or rather, 
the unified control of these various sgencies under the 
Interstate Commerce Commission? 

A. It is true that the control was placed under 
the Interstate Commerce Commission, but the regulation was 


more for the purpose of controlling a situation which had 
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developed in the motor carrier industry rather than to 
bring about e coordination between the railroad and motor 
transportation. 

Qu, Well, winsofar as there.is 26 unified conuro., 
the various transportation agencies could operate in their 
respective economic Spheres more readily than if there 
were no unified control? 

Pasi OSs 

THE CHAIRMAN: Q. Is the object of the control 
really to keep them all going? 

A. No, I would not say that the object was to 
keep them all going. I would say that the object of 
regulation was to prevent undesirable practices by the 
various modes of transportation. It is true that there 
is an obligation on the part of the Commission to try 
to maintain an adequate transportation system, which 
implies that an adequate transportation system must be 
Supported in some way. 

MR. O'DONNELL: Your view, I take it, is pretty well 
in conformity with what is set out in the Interstate 
Commerce Commission under the heading of Nationsl Trans- 
portation Policy... The, Policy in vthe UnitedStates, 'the 
National policy is set out in that section of the Inter- 
State Commerce Commission, the opening section. 

THE CHAIRMAN: Do you mean Section 500? 

MR. O*DONNELD: “No, Section 1, Itemight be wellvto 
put that on the record, for convenience sake. That is a 
Section. ts it) not, Dr. Lockiin - 

A. Well, that declares the broad general policy. 


@. It reads as follows: 
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NATIONAL TRANSPORTATION POLICY 
ERE EUN FOLIO Y 


‘It is hereby declered to be the national 
transportation policy of the Congress to provide 
Lomreir sndampartial regulation of sll modes of 
transportation subject to the provisions of this 
Act, so administered as to recognize and preserve 
the inherent advantages of each; to promote safe, 
adequate, economical, end efficient service and foster 
Sound economic conditions in transportation and 
among the several carriers; to encourage the estab- 
lishment and maintenance of reasonable charges for 
transportation services, without unjust discrimina- 
tions, undue preferences or advantages, or unfair 
or destructive competitive practices; to cooperate 
with the several States and the duly authorized 
officials thereof; and to encourage fair wages and 
equitable working conditions;-all to the end of 
developing, coordinating, and preserving a national 
transportation system by water, highway, and rail, 
as well as other means, adequate to meet the needs 
of the commerce of the United States, of the Postal 
Service, and of the national defense, All of the 
provisions of this Act shall be sdministered and 
enforced with a view to carrying out the above 
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Q.' And Tread section 500 of the Transportation 
Act previously. In connection with the regulation of 
motor trucks, Dr. Locklin, the Interstate Commerce Commiss- 
ion in so far as it has control over motor transportation, 
has sét*up regulations and prescribes a uniform system of 
accounting for Class 1 common and contract carriers, and 
has them report at regular intervals? 

AG Yes 

Q. I take it you agree that that is a wise provision 
to have a uniform system of accounting and reports from these 
carriers at regular intervals? 

A. That is desirable in respect of the large carriers 
but, of course, there is a very great difficulty in getting 
thousands of very small carriers to keep acoodunts, and it 
is hardly worth while to keep them on a uniform basis. 

Q. Those having operating revenues of $100,000 a year 
or more are the Class 1 common carriers who report under the 
unified system of accounting? 

Awd OYSSs 

Q. Thank you very much, Doctor. 

COMMISSIONER INNIS: Really following Mr. Evans! remarks 
are there many cases in which appeals are made from the 
Interstate Commerce Commission to the Supreme Court? 

A. In the course of a year there would be a good many 
cases. I cannot say how many appeal to the special three- 
judge courts to which such cases go first, and then in the 
Supreme Court I would roughly guess that each year there may 
be anywhere from eight to fifteen cases involving orders of 
the Commission. 

Q. Are those sustained in the main or is the power of 
the Interstate Commerce Commission cut down? 


A. The Commission is sustained in a majority of those 


instances. That was not thé case formerly, but in recent 
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Years! -hethink sehatinis:. so.< 

Q. So that the position- of the Interstate Commerce 
Commission has been strengthened, has it not, as a result 
of the attitude of the Supreme Court? 

A. Wes. 

THE CHAIRMAN: Does the appeal lie on questions of law 
only? 

A. That is my understanding. I am not a lawyer but I 
am pretty sure that is correct, that that appeal lies on 
questions of law only. 

MR. EVANS: There is no other appeal from the Interstate 
Commerce Commission is there? 

A. I do not know what you mean by "any other appeal". 

Q. Any other appeal than the one to the Supreme Court? 

A. You mean beyond the Supreme Court? 

Q. But there is no alternative appeal; the only appeal 
that is available is to the Supreme Court? 

A. Well, they appeal first in most cases to a special 
three-judge court. 

THE CHAIRMAN: Well, is that on questions of law only? 

A. That is on questions of law only. From the decision 
of a special three-judge court the cases are carried to the 
Supreme Court if anybody so desires. 

MR. EVANS: But no appeal - I want to get this Straight - 
there is no other appeal than an appeal to the Courts in the 
United States from the Interstate Commerce Commission? 

Zs Thatpisyrient,emoiother appeal. 

COMMISSIONER INNIS: My point, Mr. Evans, was as to 
whether the inability of the point which you made yesterday 
in appealing to the executive would mean that much greater 
emphasis was placed on the relations to the Supreme Court? 

THE WITNESS: I could explain that three-judge court 


situation a little more Publy taltials (rathercpeculiar. -In 
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1910 Congress set up a special court known as the Commerce 
Court to hear cases which were appealed from the Interstate 
Commerce Commission. 

THE CHAIRMAN: Was that court composed of judges? 

As “That court’ was’ composed'/of judges’. "L forget at 
the moment just how many there were. That court had a rather 
unfortunate history and was soon abolished. One of the 
difficulties was that it attempted to apparently re-try the 
cases that had been decided by the Commission and not 
confine itself to questions of law, and although reversed by 
the Supreme Court many times it kept on that practice. 
Congress, therefore, abolished that court and when they did 
so they provided that the cases that formerly went to the 
Commerce Court should go to a special three-judge court which 
LS sevsup for each case “Consisting “of; ‘I -think It ~1S, two 
district court judges and at least one etreuit court judge, 
and that special court will hear that case and dissolve 
as a special court after that. 

Q. Then there is an appeal from that decision to the 
Supreme Court? 

me VL¥es) . 

MR. O'DONNELL: Just one other question, my lord, I 
thought might be of interest. You have in connection with the 
administration or control of the trucking agencies, what are 
known as joint boards? Would you just explain how those 
boards operate, Doctor? 

A. fF ean in a general way. 

Q. It may be that you have summarized it probably at 
page "(ie here “and it mignt shorten it iT T-just read itf) "Toint 
Boards" - those are for the purpose dealing with trucking 
questions and of assisting the Interstate Commerce Commission 
in their ‘control of interstate "trucks. “That is’, ‘wenerally 


Speaking, the object of these boards, is it not? 
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A. Well, it is to relieve the Interstate Commerce 
Commission of the duty of handling all of the cases. There 
are so many thousands of them. 

ae “4 YOUR DOoK 2 (i2,, you. say this: 

"A novel feature of Part 2 of the Act is this 

provision for obtaining the aid of State 

orficiais.., fine Act provides thas satan appiicac- 

i10n or complaint filed with the Commission 

involves not more than three states, it shall be 

referred to a joint board consisting of a 

representative of the State Commission of each 

state affected. The joint board may be used at 

the discretion of the Commission in proceedings 

which involve more than three states. The 

members of joint boards are appointed by the 

Commission from nominees made by the state 

regulatory body or the Governor. The decision 

of a joint board becomes final if exceptions 

to its report are not made within twenty days 

after the service of the report upon the interested 

parties, or if the Commission does not review the 

case. If exceptions are filed to the report of 

the joint board, the Commission must consider the 

same and either upon the same record or upon the 

record as supplemented by further hearings, make 

such order as may be appropriate." 

It occurred to me, my lord, that there might be 
something in that type.of set-up that would be possible here 
in Canada. You remember Mr. Gaffney made mention of a joint 
control body which would consist of representatives of the 
various provinces acting in connection with the Board of 


Transport Commissioners or some other unified body. 
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CROSS-EXAMINATION BY MR. SHEPARD 


Q. The questions which I have to ask Dr. Locklin are 
few in number and they arise out of some questions that my 
friend, Mr. Evans, put to the witness yesterday afternoon. 

L would like to ask you first, Dr. Locklin, whether you have 
read the evidence put in’ before this Commission by the 
Province of Manitoba? 

fe NoO>. lonave not. 

Q, SO thac you are not famiilvar with vhe evidence or 
Mr. Moffatt that was referred to yesterday? 

Pie Og kat Ou. 

Q. Now, in your discussion with Mr. Evans, reference 
was made to who pays freight, and I just wanted to discuss 
that with you for a moment. Now, you probably know,or if 
yOu gO nou Know... think: I can tell you, that the, price of 
grain in Western Canada is on a base of what we call "The 
base of Fort William", so that a farmer living in the vicinity 
of Winnipeg, some four hundred or five hundred miles west of 
Fort William, would receive the Fort William price less the 
transportation charges on that grain. A farmer living in 
the vicinity of, say, Saskatoon, which is north and west of 
Manitoba, again another five hundred or six hundred miles 
I think, would receive the Fort William price less higher 
transportation charges. I just wanted to ask you whether you 
would agree that the impact of the transportation charges is 
felt by a primary producer of grain under those conditions? 

A. Yes. Perhaps that, however, needs further explanat- 
ion in order not be be misunderstood. That is a common 
relationship between the prices of commodity and freight 
rates on commodities in surplus producing areas? 

Q-. Yos, exactly, export; commodities. 


A. On export commodities. It is also true of many other 
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commodities. To use an illustration that came to my 
attention just a few days ago, I was reading a recent 
decision of the Interstate Commerce Commission involving 
the rates on wool, and it seems that the wool Prices Ine the 
United States are Boston prices. There is the wool market, 
in other words, and the price of wool which the farmer 
receives tends to be the Boston price less freight. and 
other costs involved in handling the wool, so that. the 
Ohio farmer producing wool presumably gets more for his 
wool than the Rocky Mountain rancher who produces wool. 
Another point needs to be made further nere sand’ these (s5 
that when that relationship is described you start with a 
market price somewhere and, of course, in the determination 
of that market price, transportation costs like other 
production costs have had an influence, and in the particular 
illustration which I gave, we could suppose that if the 
rates on wool, if all the rates on wool to Boston, 
applicable also on imported wool, were increased, it would 
affect the price of wool in Boston, so transportation costs 
enter into the market price of the wool or of other 
commodities under such conditions. 

Now then, if that price is established, why then the 
relationship which you describe in connection with wheat 
generally applies on the product that is produced in various 
areas that produce a surplus of the predator and Ship it 
to that market. 

Q. I was not suggesting that the full burden of the 
transportation costs necessarily fall on the primary producer 
but taking into account what you have told us, the primary 
producer of grain in the West is undoubtedly affected by 
the length of haul and the attendant transportation costs 
in getting his price for his primary product? 

fhe ebyik tdon't think I want to dispute that. 


(Page 13129 follows) 
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Q. Now, just one further point, Dr. Locklin, that I 
had in mind: A farmer in the west buys binder 
twine, let us say, as an example, which is manufactured in 
eastern Canada, and he pays a price near his farm, and 
presumably the cost of transportation is included in that 
price. I presume you would agree with that? 
A. Yesterday I shied away from these questions; now 

I am attempting to answer them. Perhaps I should apolo- 
gize to Mr. Evans for not at that time answering his 
questions more fully. But, to answer your question 
directly, presumably western Canada in this case is what 
we would call a deficit area; that is, the product has to 
be brought in from outside, in which case it is normal 
to have the price in that area include transportation 
charges; that is, the price would naturally include the 
price at the point where the product is manufactured plus 
the freight. But, again, I think that needs to be pur- 
sued.a bit. further in order not to lead to too broad 
generalizations, that if let us say this product or any 
product, manufactured product, for consumption in western 
Canada, is produced say at A, 500 miles from Edmonton or 
Calgary or some other point--- 

MR FRAWLEY: Just stick to the Alberta points; 
that will illustrate it much better. 

THE WITNESS: And that is the normal source of 
Supply Low that product: then you would expect; the price 
in Alberta to be this factory price ‘we will say in A plus 
freight; but.if another manufacturer in B, which is 900 
miles from Alberta, wants to sell in that market, he 
cannot add all of his freight; he will have to absorb part 
of the freight. 

MRUSHEPARD: .Q...., He .Wi1ll reduce »his sprofit; sin 
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ay ITnat will reduce "nis profit. If he does not feel 
that he can afford to sell in that market under those con- 
Civeruis, way, ne cannoL Sert. Chatris Qils 

Q. . Then from *the first illustration that you: gave 
us, Dr. uocCkKlin, it would follow, P@woudd tniink,” quave 
obviously,that normally the manufacturer, the distributor 
and the retailer, one of them would pay the freight 
charges himself, but would invariably pass it on if he 
could? 

A. Oh, the ultimate consumer in such a situation 
pays: that freignt;s that is," it is included in the price 
he pays. 

MR O'DONNELL: It is part of the cost of pro- 

duction, getting the commodity into the hands of the 
consumer. 


THE WITNESS: Yes. 


CROSS-EXAMINED BY MR RAPOPORT: 

Q. Dr. Locklin, you told us that the Interstate 
Commerce Commission regulates interstate traffic; can you 
tell us whether that same Commission has any control over 
intrastate traffic, purely intrastate? 

fo NG, ab OSes lOc. 

Q. Has the Commission any power to prevent the 
abandonment of operations by motor caeraere that choose 
to do so? 

ne “tT Woulrd’ nave’ to ™oek thabypoine Up; iy Ws prob- 
ably in this book. 

Q@.* I may be able’ to help you; 10 is’ in’ your book 
at page 713, paragraph 5: 

"The Commission has no power to prevent the 
abandonment of operations by a motor carrier if the 


carrier desires to discontinue operations entirely." 
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A. That must be right, then. 

Q. However, I cannot find any reference in the text, 
in the few minutes I have had to look at it, to any ex- 
pression of opinion of the Interstate Commerce Commission 
as to whether a shipper in the normal circumstance is 
entitled to a choice of transportation on the highway as 
well as by railway; can you help me on that, Dr. Locklin? 

Aw yIvdo*not- believe I’ quite understand your question. 

Q@. Am I correct in saying that as a general rule the 
Commission has said that a shipper is entitled to a 
choice of transportation media? 

A. He has every choice possible. 

QereLettmergota .livtle further: If at a hearing 


before an examiner the only opposition to a motor carrier 


application comes from the railroad -- do you follow me 
so far? 
Mies. LGD. 


Q. Is it likely, in your knowledge of the situation, 
that such a motor carrier Ree ticat von would be denied? 
hs IDs. not “Iitkely that Lt would be denied. 

MR O'DONNELL: It could be. 

THE WITNESS: It could be denied. But the: point 
would turn on whether -- well, I had better put it that it 
would not turn on the point that the railroad might object. 

MR RAPOPORT: Q. Perhaps I could try it this 
Way, Dr. Locklin: Would you say I was wrong if I said 
that the Commission as a general rule expresses the 
Opinion that a shipper is entitled to alternative modes 
of transportation? Would you disagree with that as a 
general rule of the Commission? 

A. Well, if I understand you, I would say yes. 
QO. Dot youtagree= or disagree? 


A. I think I would agree with your statement, if I 
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fully understand it. 

On elon one: United Staves, Dr. Locklin, have you.-a 
comparative situation with ours, whereby the Government 
of the United States is an owner of a railway system? 

A. It owns the Alaska Railroad and the Panama Rail- 
road,..1i believe. 

Q. Other than those two, within the rest of the 
territory of the United States is there any other ownership 
by the Government? 

A. No. 

@. You have also indicated to my friend Mr. 
O'Donnell that there was prescribed accounting procedure 
for class 1 carriers. Dr. Locklin, what is the definition 
of a class 1 carrier in the United States? 

A. I believe it is a carrier with operating revenues 
in excess of $100,000 a year. 

Q. Are you aware of any prescribed accounting pro- 
cedure for motor carriers with less revenue than $100,000 
a year? 

A. No, I am not, though I think there has been some 
recent discussion as to whether some simplified form, 
accounting form, should not be required, Biel coun. 
know what the ultimate decision with respect to that has 
been. I would not say there has not been any. 

Q. There has not been in the years since 1935, since 
the Motor Carrier Act has been--- | 

a Lowould: not Bay for sure. 

Q. Another thing: Can you help me, Dri Lockiin,: on 
the question of whether railways are freely permitted to 
acquire competing highway motor carrier services under 
your Motor Carrier Act? 

A. No, they, are not. 


On. JAre you vtamiiiar, Dr. Locklin, with our term in 
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Canada "agreed charges"? 

A. Yes, I know something about it. 

Q. Have you any similar provision in the United 
States? 

ive ee NON 

Q. My friend Mr. O'Donnell in his cross-examination 
referred to the words, as I have them, "sphere of opera- 
tion of the motor carriers"; does the administration of 
the Motor Carrier Act involve the application of any so- 
called spheres of operation for common carriers by motor 
vehicle? 

A. No, not so far as I know. 

Q@. One last question, Dr. Socklin: During Mr. 
O'Donnell's cross-examination you hinted that in your 
Opinion it would be a mistake to regulate trucks for the 
Sole purpose of assisting the railways; 1 ao not think you 
fad a chance to enlarge on that opinion; would you do so 
now, please? 

A. Well, I think I said -- whether it was at that 
time or not I do not remember --that the regulation of 
motor carriers or of water carriers will have some inci- 
dental beneficial effects on the raviroagas, but thas it is 
not to my understanding the purpose of regulation of either 
water carriers or motor carriers to protect the railroads 
from a new or newer form or different form of transporta- 
tion. Now, so far as motor transport is concerned, 
it is my personal view that the type of service provided by 
motor trucks is a type of service that is very beneficial 
to the public; they want it; they are entitled to it. 
There might possibly be some situations under which it 
would be necessary to restrict that, in order to protect 
some other mode of transportation, but I think the situa- 


tions would be very, very rare, 
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Q-° My last question, Dr.°Locklin: I wonder if you 
can help me: In 1935, when your Motor Carrier Act was 
adopted, I believe in’ your’ book’ you say that there was 4 
tendency for’ the older and better established concerns in 
the industry to support the’ legislation? 

At, Ineo ie rele be 


Q.  imank™ vou: 


CROSS -EXAMINED BY MR O'DONNELL: 

Q. Just one question ets out of what Mr, Rapo- 
port asked you, ‘doctor,’ “in- cases where licenses would.ps 
granted to motor carriers, the routes would be prescribed, 
would they not, in interstate commerce, interstate truck- 
ing? 

Win Maer. 

Q@. And the rates of the truckers would have to be 
filed, and the rates would have to be abided by by the 
trucker? 

Ne 7,268.5 

Q. Truckers would not be free to take any rate for 
hauling commodities over the routes for which they had 
been licensed by the Interstate Commerce Commission? 

A. No. They have to observe published tariffs, the 
common carriers do. 

Q@. Just one question as to what Hep Bndlene Mr. Shepard 
was discussing with you. You have in your book a chapter 
on freight rates, and I think you summarize it this way, 
that the term "cost of production" is broad enough to 
cover all cost necessary to put a commodity into the 
hands of the consumer? 
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Q. And then you summarize the thing this way: 

"If we recognize transportation costs as a part 
of the cost of production ,the conclusion seems in- 
controvertible that a the long run transportation 
costs, like other \costs of production, must be 
included in the price Se The short-time 
pesult. may, be .quite different, but.in the slong run 
prices must be high enough to cover costs of produc- 
tion, including transportation charges, or goods 
will not be produced." 

Ae jihabe Ls ‘conrect: but ‘of course it. must beé=—— 

Q. You still agree with that? 

A. It must be interpreted in the light of these 
other market situations that I have described, about 
surplus producing areas and the fact that after a market 
price is determined the producer shipping to that market 
tends to get that price less freight. 

MR EVANS: My lord, I do not want to have a 
second cross-examination, but I draw to tus attention of 
your lordship and the members of the Commission that the 
normal procedure here has been for the provinces, who are 
in common interest with each other, to precede the rail- 
ways. Now, I have a question I would like to put to Dr. 
Locklin, in view of my friend Mr. Shepard's cross-examina- 
tion, and I mene vouswidl: notethinks 7 am just unduly delay- 
ing this, but it does arise strictly out of Mr. Shepard's--- 

THE. CHALERMAN:) If dteds coiling ‘to benof any use 
COOUS ite Le 

MR..EVANS: »oL\ think, it will, be. 


CROSS-EXAMINED BY MR EVANS: 
Q. Dr. Locklin, when you were discussing with Mr. 


Shepard the question of who pays the freight on wheat, 
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could we generalize this way, that where the demand for 
a commodity is inelastic there is a greater tendency to 
reflect the rate in the ultimate price of the good 

and therefore to pass it on to the consumer? 

XN. If cyouvare talking about changes in freight 

rates: and stheirveffect on prices, yes. 

Q. When we are talking about changes in freight 
rates I think you will agree that a general change in 
freight rates is more likely to produce that result than 
a change in “the specific rate? 

RYMMYSS % 

Q. So that we now have it that where the demand is 
inelastic for a commodity there is a greater tendency to 
pass the freight rate on to the consumer than where the 
demand is elastic? 

A. I think what you are saying refers to the effect 
of changes in rates, not as to the question of whether 
there igs an element of freight rate in the price, which 
would apply I think in the case of elastic or inelastic 
demand. 

Q. Then would you agree with me that wheat is in 
the category of a commodity with regard to which the 
demand is inelastic? 

A. Well, of course, that is a relative term. 

THE CHAIRMAN: I would like first if somebody 
would tell me exactly what you mean by inelastic. 

MR EVANS: I am sure Dr. Locklin can put it 
much better than I could. 

THE CHAIRMAN: Well, since you use the term, ui 
thought perhaps you might explain it. 

MR EVANS: It is a term that appears in Dr. 
Locklin's book. 


6, sors Locklin, would you tell us what is meant by 
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the use of the words "elastic" and "inelastic" in refer- 
ence to demand -- and supply, for that matter ? 

A. Well, to state it without getting too involved, 
we mean by an elastic demand -- well, let us take 
inelastic demand first.-- that if the demand is 
inelastic, a change--- 

THE CHAIRMAN: Q. Do you mean constant by that? 
Does it mean constant? 

A. No. If the demand is inelastic, that means that 
if the price is increased, from whatever cause, less of 
the product will be consumed, 

Q. Less? 

A. Less. 

Q. That is inelastic? 

A. Inelastic. Of course, it is a relative term. 

If the demand is elastic, that means that if the price is 
increased, much less of the product would be consumed. 
isaiuher, right, or did I get mixed up? 

Q@. Do you say that if the price is increased, much 
less would be consumed? Isthat what you say? 

A. Ihave forgotten what I said. I think your 
Colleagues could explain it fully as well as Iocan. 

MR FRAWLEY: Call the class to order. 

MR EVANS: Q. Perhaps I could put it to you. 
What you mean by the effect of an Myeisaure demand is 
that the consumption does not tend to drop when the price 
increases to the same degree as it would do where the 
demand was more flexible or elastic? 

hue Les. 

Q. I assume, then, that it can be sald generally 
that where that is the case the price is more likely to 
reflect these increases in transportation charges? 
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Q. And I was suggesting to you that wheat is one 
of those commodities that it could be said were 
melee rs in regard to the demand; for example, the 
consumption of wheat will grow when a country is poor, 
and the consumption of alternatives may grow when the 
people of a country are more prosperous? 
A. Well, yes. 
THE CHAIRMAN: Pardon me; I thought you were 
starting off to show us some relation between prices. 
MR EVANS: I was giving an example of what I 
meant, that was all. 


ke) 


Ww 


Would you straighten me out on that, Dr. Lock- 
Ll a Wy 

A. Well, I just have a feeling that we only 
confuse the issue by talking about elastic and 
inelastic demand, if we are going to talk about wheat 
prices and the effect of freight rates on the prices of 


wheat. 


(Page 13141 follows) 
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Q. You think that confuses the issue? I was looking 
at a part of your book, send you were dealing at page 22 
with the effect of freight rates on prices. I do not want 
to take the time to read it all, but the statement is made 
there that: 

"The less elastic the demand for a commodity, 

i.e., the less its consumption is affected by price 

changes, the greater will be the tendency for an 

increase in freight rates to raise the price of the 
good," 
That means, to pass it on to the consumer? 

A ~¥és, 

‘ay "Conversely, the more elastic the demena" 
thatis where the demand is affected by an increase in 
price, "the less will the price be raised. For the pur- 
poses of this analysis we are interested in relative el- 
asticity or inelasticity of demand for two different com- 
modities, and not whether elasticity is greater or less 
than unity. " 

Now then, in order to get the picture complete, the converse 
is the case where the supply is inelastic, or elastic, so 
that while if you have an inelastic demand the tendency is 
to pass the increase in the rates to the consumer, and you 
find the converse true inasmuch as where the Supply is 
.@lastic, that happens, but where the supply in inelastic 

the reverse happens, as I understand your book? 

A. I think that is stated correctly, yes. 

THE CHAIRMAN: Which one of these applies to short 
supply? 

MR. EVANS: JI wish Dr. Locklin would enswer thst 
question, because he is better qualified than I am, 

THE CHAIRMAN: Q. Sometimes the supply is low; is 


that what you would call elastic or inelastic? 
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A, Well, the term "elastic supply" would mean 
that when the price falls, less of the product is produced 
because the price is falling. 

Q. Suppose the fall in the price of the product 
takes place for other reasons; did we not have the situa- 
tion in Canada, at least in the thirties, where there was 
too little whest on account of very bad climatic conditions, 
and still the price was very low? 

A, Well, that is not a question of elasticity 
Of Supply. 

Q. Well, what would you call it; have you any 
name for it% 

A. No, I would not want to - 

Q. That is, you have both a short supply and a 
very low price? 

A, Well, I do not know enough about that situation 
to explain about that point. 

COMMISSIONER ANGUS: Q. Are we not talking a little 
at cross purposes, because the supply thet may or may not 
be elastic is the world supply, and isn't the situation 
that if a higher price for wheat will lead to a bigger 
acreage in the Argentine or Australia, or something of 
that kind, that then the supply is elastic? 

Leg font 

Q. And it is that situation that determines what 
in the long run the Canadian wheet farmer is likely to pay 
for transportation costs? 

A. JI think so. 

COMMISSIONER INNIS: Q. I suppose it should be 
kept in mind that there are two types of wheat farmer; 
there is, on the one hand, the wheat farmer who is compelled 
to produce the wheat? 


A, Yes, if you can only produce wheat on your land, 
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then the supply is pretty inelastic. 

MR. EVANS: Q. If that were the world condition, 
I suppose you mean? 

DP Led ALOU LTS sparulL Culler Jnarvicua L, 

Q. Then, one question arising out of Mr. Rapoport's 
cross examinstion. He put to you 4 suggestion to this 
effect, that the Interstate Commerce Commission does not 
permit a railway company to own and operate a trucking 
service on the highway? 

Rap Noyghe dia not put the question in that way. 

Q. Well, I understood that to be the question? 

A. I think he asked if the railroad was permitted 
to acquire control of a competing highway transportation 
egency. 

Oe adi justiwanc. to. get clear that in the United 
States a railway is entitled to operate these so-called 
auxilary services or key-point operations? 

A. Yes, the railroads are permitted to either 
engage in certain types of motor carrier operations them- 
selvos or acquire control of existing motor carriers 
under : certain conditions,when the service is more or 
less of a type that is auxiliary to the rail service. 

Q. And by this key-point system, a line of rail- 
way having four or five key-points will set out cars 
at the key-points and operate a motor service from that 
key-point to the ultimate destination of the traitic? 

faa cc. 

Q@. And that, I think you would agree with me, is 
the true coordinat*%on of highway and rail operations? 

AUIS Tt ie. centainiy oneet orm of LG iyo. 


Q. All vigsht, thank you. 
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CROSS EXAMINATION BY MR. O'DONNELL: 


Q. The railways may also be allowed to acquire 
trucking facilities or set them up for the purpose of 
expanding their business into sreas that are not served 
by the railways? 

A. Well, that would have to be qualified. I think 
in some cases that is so. However, whether it is 9 wise 
policy or not, I do not know. I think that if that pro- 
posed service came into competition with an existing motor 
carrier, that it would not get the right - 

Q. No, that would be 2 question of determining 
which carrier would get the license, but on the assumption 
that there was no motor carrier in the area, the railways 
would be allowed to put in its trucking service for the 
purpose of expanding its service in that srea? 


AY.  Yesyiivihinktthst ts Box 
. EXAMINATION BY MR. COVERT: 


Q. There are a few things I would like to la ve 
added tG,1tolgol eouldjyband thatSist<cothdsyonrcivetus 
what the restrictions are on the purchase of trucks by 
railways? 

A. What is that question? 

Q@. Could you give us just what the restrictions sre 
on the purchase by railways of competitive instruments like 
for instance, the control of trucking companies, and the 
purchase and operation of such; could you give us thst? 

A. Well, I think the answer is implied in what I 
Said before, that under the present policy of the Commission 
the railroad would not be permitted to acquire control of 
a motor carrier that was providing a service in competition 


with the railroad, 
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Q. Yes, that was my understanding; they will not, 
tivLo is competition to the railroad? 

Re onat Pourient. 

THE CHAIRMAN: Q. Does that mean that if a railway 
desires to acquire a motor truck line, that it must epply 
to the Commission to do so? 

A. Yes, 

MR. COVERT:. Q. I believe any railway that already 
owned trucking companies, that they had what is known as 
@ grandfather clause, so that they could continue to operate? 

hat Oss 

Q. Even although they were operating in competition 
with the railway itself? 

Re LOS. Leslie thay La “80 . 

Q. On the question of regulation of trucking, is 
there any regulation at ell by the Interstate Commerce 
Commission of non-for-hire trucking, thet is, the private 
commercial vehicle? 

A. Only safety regulations. 

Q. Do you know sbout the States themselves; that 
is, I understand there is interstate regulation of trucking 
in certainly most of the states, is there not? 

He 166. 

Q. And do the States themselves generally regulate 
non-for-hire trucking? 

A. I know of no instances where the States regulate 
the non-for-hire trucking. 

Q. I wondered if you could give the Commission the 
benefit of your views on the feasibility of regulating non- 
for-hire trucking? Would there be some limitation to it? 
Would it-be a difficult thing to do? 


A. I suppose by regulation of non-for-hire trucking 
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all that is meant is that there would be regulations imposed 
on the extent to which an individual can transport his own 
goods on the highway. 

THE CHAIRMAN: @Q. Do you mean, on a mileage basis? 

A. It might be on a mileage basis, because you 
would have to license the trucker, I suppose to say that 
he could only operate within certain limits. 

Mi COVERT: © OF Hows do you think, Doctor, that the 
limitation of trucking to s defined area or an economic 
sphere so-called is a feasible thing to do? 

A. I do not believe anybody can define such a field. 
You cannot do it, I believe, on a mileage basis. There are 
some commodities that obviously cannot be transported very 
far by truck, say, coal, There are other commodities that 
can be transported a long distance, household goods, for 
instance, sre transported across the continent, by trucks. 

Q. I suppose the condition of the roads and the 
changing capacities of the trucks and a11 those things have 
a great deal to do with it? and it would be a continually 
changing thing? 

A. Yes, the only thing at the present time that 
iMmite trucking iS the cost to the individual ,of doing 4x. 

I think that is the way it should be. 

Q. Then I wanted to ask you also - do you know 
whether any American railways complain of Canadian railway 
competition by virtue of the inability of the American rail- 
ways to get relief from Section 4 in the United States, 
whereas it is alleged in Canada that there is this long 
and short-haul discrimination, and I wondered if you had any 
knowledge of complaints from American railways? 

A. I do not believe I quite visualize the situation 


you have in mind, 


at 
ler a 
sat 


txo 


VA 


Hoom at tes 
+ dno 


- 


1d ae 


id ef & 
bbb 


‘ 


1] 
~ 
~ 


Rs a 


Fe 


ig 
4 


*S. aa 
nae oe 

San 7) 8 
& a —_ 


si 


“ 
ef 
iA 


c 


y 


“+ 
uf ‘3 
| wee 
ote > 
oa a, 
be 

— > 
a ~~ 
we ie 
a 39 


ce ; 
no 


4 


- 
fo ab 


wa 


¥ 


; 


don 


7 
’ 


iy 


ny 
od 


op 
co 
hi) 


¥ 


* 
. 


¢ 


_ 
7 


aved bivow” 


#N 


eh 


og 


> 


Sd Sew 


“, 


ow 


ce 
Bor 

‘’ 
a 


+—* 


3 


. 


ed 


wae 
Ge 


es 
Ye 


wh 


i 
Ne aie Ww 


% r wel 


axe 


“a 


oo 
moe 


Bp etn 5 
Fans 


. 


bind be 


~ 13147 - Prof. Locklin 


Q. Well, my understanding is, for example, the rate 
in the United States, the transcontinental rate in the 
United States is today considerably higher than it is in 
Canada, and due to the inability of the railweys in the 
United States under existing conditions to pul. ins) lower 
rate to the coast, I want to ask you if you have any 
knowledge as to whether there were complaints from the 
American railways? 

Ay I have not heard of any, 

COMMISSIONER INNIS: Q. In various arguments which 
were put forward by the railways from the United states 
concerning this whole problem, there have been complaints 
to the effect that the Canadian railways were government- 
owned and consequently were unfair competitors in the trans- 
continental traffic? 

A. There possibly was in some of those big trans- 
continental cases, but I don't remember for sure, though. 

MR. COVERT: Q. Now, Doctor, you have seen the 
legislation proposed by Alberta with respect to the long 
and short-haul new Section? 

Nes 4 Ss 

Q@. Now, I just want to ask you a few questions about 
that. 

MR. FRAWLEY: My lord, I wonder if at this point it 
would not be well if I offered 2a new draft because your 
lordship will recsll that it was brought to our attention 
that we had not made any provision for existing departures 
from the long and short-haul clause, so I have this morning 
5 pevision of that. I think it might be convenient if it 
were put into the transcript at this point in full, Juseyas 
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MR. COVERT: Is there any change in thet except 
the addition of the lest sub-section? 

MR. FRAWLEY: I want to discuss with the Commission 
each of the changes. ) 

In the main section of the clause we have substituted 
the word "company" for "carrier", That was simply because 
the Canadian Legislation always used the word "company" where- 
as in the United States it seems common to use the word 
"carrier", 

We have made e similsr change in sub-paragraph one, 
we have substituted the word "company" for the word "carrier". 

Peragraph 5 has been somewhet re-written, and it 
now reads as you will see - perhaps if I read it as it 
was before. Before, it read: 

"The carrier must show a reasonable expectation 
of improved net earnings as a result of charging the 
competitive rate". 

We think it is clearer now, the way we have re-drafted it: 

"There is a reasonable expectation that, as sa 
result of charging the competitive rate, net earnings 
will be greater than they would be in the absence of 
such rate." 

Then we have added a new sub-section, in an attempt 
to take care of protecting the existing departures, and 


that is the extent of the changes we have made. 


REVISED DECEMBER 9TH, 1949. 


LONG AND SHORT HAUL 
NEW SECTION 314A TO REPLACE 314(5) 


(15) The Board shall not approve or allow any toll, 
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passengers carried in the same direction over the 
same line or route, is greater for a shorter than 
for ea longer distence, within which such shorter 

distance is included, unless the Company has first 
established to the satisfaction of the Board that: 

1. There is active end compelling competition 
at the competitive point which is beyond 
the control of the applicant company and 
such competition is absent st the inter- 
mediate point, 

2. The rate which is proposed for the com- 
petitive point more than covers the addi- 
tional expense incurred by the traffic to 
which it applies. 

3. The rate to the intermediate point is just 
and reasonable. 

4, The rate to the competitive point is not 
lower than necessary to meet competition. 

5. There is a reasonable expectation that, 
as a result of charging the competitive 
‘rate, net earnings will be greater than 
they would be in the absence of such rate, 

With respect to tolls of the kind referred to in 
subsection (1) existing at the date of the coming 
into force of this section, the Company shall, 
within 90 days of such date make application to the 
Board for approval of such tolls as required by the 
provisions of subsection (1) and until the deter- 
mination of such application such tolls shall be 


deemed to have been approved." 
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THE CHAIRMAN: Would you give the railways ninety 
days in which to justify existing - 

MR, FRAWLEY: Not to justify it, simply to make 
application. 

THE CHAIRMAN: "The Company shell, within 90 days 

of such date make application to the Board for 

approval of such tolls as required by the provisions 

of subsection (1) and until the determination of 

such application such tolls shall be deemed to have 

been approved". 

MR. FRAWLEY: Yes, the mere filing of the application 
would preserve it until the final determination. 

THE CHAIRMAN: "Shall be deemed to have been approved" 
you mean, shall be deemed to have remained effective? 

MR. FRAWLEY: Yes, in effect, and as they ere, and 
violating the rule until there has been a final determination 
of each of the cases. I submit that is complete protection 
with respect to existing departures. 

MR. EVANS: My lord and members of the Commission: 
Mey I just suggest this; Mr. Frawley's procedure really 
I think points out the futility of attempting during the 
course of hearings of this kind to draft legislation. We 
have now had almost daily drafts and re-drafts, and in 
my submission it is most unfair when Mr. Frawley after 
the witnesses have been cross-examined and some of the 
weaknesses are shown, to come along and offer another draft. — 

My submission would be that it is not the function 
of the parties to suggest to this Commision the exsct 
form of legislation because, after all, if there is to be 
such legislation, it has to be drafted by those who are 
fomiliar with the whole problem of drafting legislation, 


and who can tie in drafts of that kind with other statutes, 
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end I think the problem of drafting legislation in ad- 
vance of proof of need for it,plus the problem of having 
a Commission of this kind pass upon a draft of this kind 
is something that the Commission ought to consider care- 
fully before they undertake it. I make that submission 
in the hope thet it will be intended to be constructive 
and not destructive. 

THE CHAIRMAN: I think, Mr. Evans, that you are 
misteken. as» to the, function..of accepting, this, draft.) It 
wes we who esked for it, and we think there is no better 
way of getting things down to a concrete form than to 
have these different people put into a suggested amendment 
to the. Act,..just what they want. Now, it 1s. our concern, 
and the fact that Mr. Frawley submits his desires in 
the shape of an amendment, does not mean that we have to 
approve of them, but the fact that we have this smendment 
here before us gives us in about one third of s page what 
Mr. Frawley wants, but that does not mean to say thet if 


we adopt his ideas that we are going to adopt his language. 


(Page 13153 follows) 
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MR. EVANS: I am not suggesting that. 

THE CHAIRMAN: I consider it is most helpful to us to 
have this draft. Now, the question of what it contains 
and whether it should prevail I think is a matter of argument 
and you will have ample opportunity to be heard on this. 

Mie EVENS tyes wears 

THe CHALRMAN? “But if ‘you think the procedure we are 
following is & Wrong one, you are quite entitied to say 
So DUG We intend to carry it on. 

MR. EVANS: I have made my point on that very badly; 
Bo wenny. 2 aud Us 

THE CHAIRMAN: You are talking then about Mr. Frawley, 
as a result of the examination of the witness, recasting 
his dratt.* There cannot be any harm in that because as a 
result of the examination of his witness he may wish to 
recast certain questions. Why should not he at the same 
time recast if he puts it in writing? What harm can he 
ado? 

MR. EVANS: May I put it this way? Let us Suppose 
that having heard the cross-examination and some of the 
witness' remarks in his former draft,he puts in a further 
draft. Now then, there are two alternatives. The alternative 
is to study that draft and adduce,evidence, to show as. a 
practical matter how that draft would affect the other 
matters as well as the matter under discussion. Now then, 
the second alternative would be to ask Mr. Frawley to call 
back his witnesses if we are to have a chance. 

THE CHAIRMAN: Well, suppose he does. If the draft is 
helpful, well then the extent to which it ought to be 
further acted upon is one for us to consider, whether it is 
worth while or not. Mr. Frawley has now given us this new 
Gvatt. (As Je pesultlot thet hiscoled drags disappears. vil 


there is anything in this new draft you think we should be 
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further enlightened upon, tet us know. 

MR. EVANS: I was merely going to carry it a step 
further and if we put evidence in to point out some of the 
difficudties: im that: draft,’ then Mri Prawley!wiill offer 
another and he will keep on offering them until the last 
dayoofm the hearing. 

THE CHAIRMAN: I think we can remain masters of the 
Situation. 

MR. EVANS: I just wanted to indicate that point. 

THE CHAIRMAN: I have no doubt you intend to be helpful, 
but I think that it is ourselves who suggested this draft 
and I have no reason at all in mind why we should go back 
on that. Ta think» on the contrary it helps to expedite 


ourcingauirys 


EXAMINATION BY MR. COVERT 


De “Doctor, 1 fuse wanted 70 find out) - Inthe Unicea 
States my understanding is that if a railway wants fourth- 
section relief they must be prepared to satisfy the 
Commission generally as to the points that Mr. Frawley 
hae in this draft legislation? 

Bal ee. 

Pee nda wanteacol lOc) CUCITUrEt tou vouttelt. Unat tiie 
put the railways in pretty nearly an impossible position, and 
464% difficult, for example, to prove the active and 
compelling nature of the competition? 

A. My interpretation of it would be that it would not 
be any more difficult under this proposed legisation for 
the railroads to- obtain relief than it is in the United 
States. In fact, in one or two respects it may be slightly 
Sas Ver, 

Q. Would you just tell me what would be easier? You 


say in one or two respects. 
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Aen) Welds thertagst. ane that, happen to have in 
mind is that the Interstate Commerce Commission which 
now requires substantially these things to be shown, can 
at any time deny relief even if they are shown. Lt.coulid 
impose additional requirements or it could. relax require 
ments, but it is the situation in the United States that 
- although, asiiiesay, AS.a,matter, of policy che Commission 
grants fourth-section relief when substantially these 
things are shown, it certainly has the power to deny relief 
even if they are shown. The other thing is that I believe 
that this fifth point is a little bit easier on the railroads 
than a similar point which the Interstate Commerce Commission 
observes and I could show that by directing your attention 
to certain dissenting opinions in the decisions of the 
Interstate Commerce Commission in which one or two of the 
Commissioners thought that the Commission was in fact 
requiring absolute proof of increased earnings as a result 
of the competitive rate, rather than a reasonable expectation 
of improved earnings. 

Q. Now, I want to get clear on that first one about 
this "Active and compelling competition". Is that the 
phrase that is used in the United States --"Active and 
compelling"? 

A. «Nou wit as mots the word 1s, “Actual. injour 
Act, and of course, that particular point a8, in; our het, 
not just the result of administrative pO LAC y. 

Q. You mean that "Actual" in the United States has 
by decision come to mean active and compelling? 

Limi NOue dt Justeeems to be that Mn. Frawley or 
others thought this was a little better than our language. 

QO.  Mhatie: what. Ty want co.find, oun, 

fuw, Toaame not) sures thatiit is, beteer . 


MR. FRAWLEY: I will take "Actual". 
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MR. COVERT: That is what I wanted to find out. 

MR. FRAWLEY: I don't what to say about that. 

THE WITNESS: Perhaps I should read the exact 
phraseology from Section 4 where that phrase is found. 

MR. FRAWLEY: I just draft them better than they do 
in the United States, I Suppose. 

MR. COVERT: I understand, Mr. Frawley. 

THE WITNESS: This is, of course, in the form of a 
restriction on the Commission here. It says: 

"ond no such authorization shall be d granted 

on account of merely potential water competition 

not actually in existence”. 
that is the phraseology. 

Q. Now, I just wanted to find out if there had been 
any decision that had resulted in the word "active and 
compelling" being the definition or whether this active and 
compelling seemed to be perhaps a little more than was 
required in the United States? 

A. Well, I did not know that it was but it perhaps 
could be so construed. I think, however, the Commission 
has used the term "active and compelling" in some of its 
decisions. It seems to me that one of the very early ones 
that I referred to the other day used that phraseology. t 
won't try to find it but I am sure you can find the phrase 
somewhere. 

COMMISSIONER INNIS: You mean you do not think it is 
Mr. Frawley's? 

A. Well, I think the Interstate Commerce Commission 
has used similar language. | 

MR. FRAWLEY: Without consulting me. 

MR. COVERT: What I would really like to find out, 
Doctor, are your views as to just what the competition should 


be,and should it be any more than actual competition or would 
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you suggest that it must be active? Active may have the 
meaning ,it seems to me,that it was continuing? 

A. Iam at a loss to find language which would be 
entirely satisfactory. As I pointed out before, the 
Interstate Commerce Commission is fairly lenient in inter- 
preting the phrase "actual competition" and I have also 
said that the literal exclusion of potential competition 
which is in our Act seems to me going too far except as Lt 
has been modified, as I say, by a rather liberal construction 
by the Interstate Commerce Commission. 

Oy Thatymayebdes I just wanted to find out if you 
thought there may be a danger in using the words "active 
and compelling" because it might limit entirely or take out 
entirely merely potential competition? 

A. Well, I am certainly not wedded to any particular 
language in respect of it. 

Cie Now, in the second one where it says "The rate 
which is proposed for the competitive point more than covers 
the additional expense incurred by the traffic to which it 
applies" - I just wanted to know if there was any difficulty 
in the railway proving that to the satisractionwot the 
Interstate Commerce Commission? Does it present a difficulty? 

A. Well, it is used every day and, of course, the 
Commission has evolved certain rules of thumb, you might say, 
for judging whether a rate is compensatory in that sense, 
that it more than covers the out-of-pocket expenses, and: in 
that connection I would call your attention to an appendix 
to the brief which attempts to show the standards that the 
Commission have used or these rules of thumb that it has 
used ,in trying to pass upon this question as to whether the 
reduced through rate would be compensatory or not. 

MR. FRAWLEY: The Commission will find that appendix, 


my lord, At pages 140 through to 151 of thea bird et te dues 
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Appendix C. 

MR. COVERT: Now, my understanding is that generally 
they have laid down,or have followed,the ton mile and 
car mile and per car revenue? 

A. Yes, quite frequently. Im some cases, a few 
cases Iiwill say, the carriers attempt by some elaborate 
methods to show that the rate is reasonably compensatory 
but in @ great majority of cases the rule of thumb system 
Ver used: 

Q. They have made it clear, I think, in the Commission 
Ciawsthere is Mmoccetsrule? 

Aye YeS snk think (thatyis: vicht. 

Q. And sometimes they apply one or more tests? 

Powt ee Sis 

COMMISSIONER INNIS: At the risk of appearing to 
lllustrate Mr. Een ath ata I am wondering how far this 
change in 5 does mean that e is included. Yesterday 
we raised the question that 2 should be included in 5. 

Was the redrafting with the intention of meeting that point? 

MR. FRAWLEY: I think our position now with regard 
CO 2, Singiers sthat- we think at shouldbe ‘there )forcclarity 
and emphasis. We are not prepared to quarrel with the 
Sueeestronwohet heaisirine luded iin 5: 

THE WITNESS: I might say that the term "reasonably 
compensatory" as used in the IMterstate Commerce Act embraces 
both of those concepts but it seemed to me at least that the 
separation of them at least was desirable. 

MRs sCOVERT<: <l want: itorfollow itheat toutac;Do you find 
then that this makes it difficult for the railways from the 
point of view of delay and possible loss of revenue in the 
mean time? 

A. Well that, I suppose, depends on what you mean by 


"delay". I have some information about that that I thought 
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might be helpful, that is some figures which were compiled 
by the Board of Investigation and Research in a study of 
the procedures of the Interstate Commerce Commission, and 
one of the charges frequently made is that it takes too 
long to get decisions through the Commission. 

MRS- EVANS: A Little quicker than our Board here, 
Dr. “Lock lin 

MR. FRAWLEY: ZI°would not mention that if I were you, 
Mr. Evans. 

THE WITNESS: This study analyzed among other types 
of cases the long-and-short-haul cases. Now, I would 
perhaps’ refer you’ to’ this’ study if you wish to’examine it 
more fully. It is entitled "Practices and Procedures of 
Governmental Control" and was published as House Document 
678, 78th Congress, Second Session. In order to understand 
the figures it is necessary to explain the procedure and I 
think that is probably. helpful. I will read some extracts, 
it thateisveatistactory, “relating to this’ 

"Applications for relief from the provisions 

of the fourth-section, upon receipt, are examined 

immediately to see that they comply with the 

regulations of the Commission with respect to 

form and content, and they are then acknowledged, 

recorded, and dockoted, each being numbered in 

the order in which they are received. At the 

Same time a notice ine luding a general descript- 

ion of the rates, fares,and charges and the 

origins and destinations involved in cach 

application is prepared and placed on the press 

table for the information of the public. Except 

in cases of emergency, orders granting relief 

are not entered until at least 15 days after 
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interested parties an opportunity to file 
protests and petitions for hearing. 

Each application is studied to determine the 
necessity and justification for the relief 
prayed and an investigation is made, so far as 
practicable from the records and information 

in possession of the Commission, of the alleged 
facts and circumstances presented in support of 
the relief prayed. If it appears that a hearing 
is necessary, or if one is requested, the 
application is assigned for hearing and the sub- 
sequent procedure in connection therewith is 
practically the same as that in other investigat- 
ions by the Commission in which hearings are 
held, such as formal complaints and investigation 
and suspension proceedings. A very large pro- 
portion of these applications, however, are 
disposed of without a hearing of any kind and 
tn those instances in which hearings are held 
proposed reports are seldom issued and oral 
argument is had very infrequently." (Thats. 

of course, to speed up the process) "Temporary 
relief is often granted pending final decision 
upon the application, and when action granting 
temporary relief or denying temporary relief is 
considered appropriate, it is always taken as 
soon as practicable after the application is 
received. 

The purpose of the temporary relief is to 
ete the carriers to proceed immediately with 
the establishment of rates in connection with 
which the relief prayed appears, prima facie, to 


be justified”. 
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Now, to turn to the figures I have with respect to 
the time consumed in these cases, I find that this study 
made by the Board involved the applications, that is the 
fourth-section applications disposed of by the Commission 
in the months of November 1940, February, May and August, 
1941. There were 125 such cases. These were divided into 
two main groups. The first group consisted of those 
applications disposed of without hearing. Of the le>5 cases, 
93 were in this group. The other group consisted of those 
cases in which hearings were held. This group consisted of 
22 cases - so 32 out of 125 involved hearings; 93 did not. 

Of the 93 cases disposed of without hearing temporary 
relief was granted in 29 cases in an average of e7 days 
from the filing of the application. In the other 64 of the 
93 cases temporary relief was not involved and the cases 
were disposed of in an average of 22 days from the PLine 
of the application. 

Of the 32 cases in which hearings were held there 
were 18 in which temporary relief was granted in an average 
of 39 days from the filing of the application. Now, of 
course from the railroad's point of view the final disposition 
of cases in which temporary relief has been granted is not 
an urgent matter, and such cases are disposed of more leisurely. 
The average time from the granting of temporary relief to 
final disposition of these 18 cases was 376 days. Now, that 
was referring to 18 of the 32 cases in which hearings were 
held. 

Now, imefi of, the 32,.ceses,/in which hearings were held 
temporary relief was denied and final disposition of these 
eases took an average of 297 days from the filing of the 
application. 

Tia 7 weve pnbhats«is pthe, .rest,.of these 32 cases, in which 


hearings were held no action was taken with respect to temporary 
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relief and a final order was entered in an average of 284 
days from the filing of the application. Those are the 
facts taken from this analysis. 

Oreo thak eiaut tee lL. Lima ye “LO "Asks. 


THE CHAIRMAN: Well Mr. Frawley, is that all? 


RE-EXAMINED BY MR. FRAWLEY 


QO. Pywant. tG ask two or uhree question in’ re- 
examination, sir, My friend, Mr. Covert's questions have 
disposed of Mr. O'Donnell's cross-examination of yesterday 
with regard to delay and that sort of thing. Now, there 
was just another matter. Do you know, dealing with the matvuer 
of trucks, whether commercial operation of trucks is 
permitted through National Parks in the United States? 

A. I don't know. 

Q. Now, you have been telling my friend, Mr. Covert, 
inoyour 125% answer with respect to the time taken in’ 
the disposition of fourth-section cases before the Inter- 
state Commerce Commission. Will you tell us something about 
the proportion of section 4 eases in which relief was 
granted? Have you something to say about that? 

A. Yes, I was looking for some figures again. This 
is taken from a report of Senators Wheeler, Shipstead and 
Truman in a minority report of the Senate Committee on 
Interstate Commerce at H.R.1668 which was an appeal to 
modify the long-and-short-haul clause. In that report 
there is an analysis of the Commission's fourth-section 
orders made during the fiscal years of 1936 and 1937. During 
that period 1032 orders were issued. The number denying 
relief was 126 or 12.3%; 87.8% were granted. Now, ex- 
Commissioner or the late Commissioner Eastman of the 


Interstate Commerce Commission made an analysis of the 
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fourth-section application in which relief was requested 
on account of water competition and his analysis embraces 
the perioduinom senuary 1st, 1930 to December 3lst, 1937. 
In thet period 306 applications were filed for relief from 
the fourth-section in order to meet water competition. In 
239 of those cases out of the 306, orders were entered 
granting temporary or, continuing relief; . in 4O ,orders were 


entered denying relief. 


(Page 13174 follows) 
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A. (Cont'd.) In li;applications were ‘still pending 
when he made his analysis, and in 16 the applications 
were withdrawn. 

I might, for the interest of anyone concerned, 

point out that Commissioner Eastman said this: 
"hast-year Ivthink I read over every case in 
which relief had been denied on account of water 
competition, and if you could also read them I think 
you would argue that the reasons given for denial 
were adequate.” 
The complaint had been made that the Commission was too 
strict in these cases involving relief on account of 
water competition. 
MR FRAWLEY: Thank you, that is all. 
COMMISSIONER INNIS: One final point, Professor 

Locklin, and this again comes back es points 2 and 5. a1 
was wondering whether you would care to say whether in 
your opinion it would be more difficult todetermine the 
compensatory character of a competitive rate for long 
haul, such as characterizes the main lines in Canada, than 
would be the case with the short lines in the United 
States, or comparatively short lines. I would like to make 
the point that the transcontinental line is not character- 
istic of American lines as it is in Canada, and because of 
the very long hauls involved it might be much more difficult 
to determine whether a rate was compensatory as a competi- 
tive: rate than i% would “an the case of ‘a° short’ line? 

A. I should not think there would be any more diffi- 
culty3¢ possibly ‘there’ would be- 

Q. You do not think the element of overhead costs, 
for example, on say 2,000 miles of line or more, would be 
a little more difficult to allocate than would be the case 
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A. Well, of course, in determining the out-of- 
pocket costs, you see, or whether the rate -- as that 
phrase is here, "more than covers the additional expense 
incurred by the traffic to which it applies". There 
would not be very much allocation of overhead except 
under some condition, perhaps. 

Q. Yes, perhaps allocation is not a very fortunate 
word, My only point is that if you carry traffic over 
2,000 miles on such lines as we have in Canada, it may 
very well be compensatory because of the length of line 
that is involved, than would be the case if you were to 
carry it say over 500 miles? 

i Yeo, 2 think that might be the case, 

MR COVERT: I wonder if I might just ask two 


more questions. 


EXAMINED BY MR COVERT: 

Q. Doctor, perhaps the fact that there was a great 
deal of longer haul in some of the traffic, would mean 
that the rules of thumb, as to for instance ton-mile or 
car-mile revenue, might not be as good as they . ‘ould on 
the shorter lines? 

THE CHAIRMAN: Would you speak a little louder, 
Mr. Covert? 

MR COVERT: @. Trying to pursue Dr. Innis! 
question further, as to whether or not on a purely trans- 
continental line owned by one company as compared with 
several lines making up a transcontinental haul in the 
United States, whether the rule of thumb would be as 
applacapLe? 

A. Well, I think you would have to recognize, if you 
were using revenue per ton-mile or revenue per car-mile 


as an indication of whether the rate was compensatory or 
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not, that you would have to take into consideration the 
length of the haul; that is, the longer the haul the 
lower that figure could probably be and StiiL pe reasor- 
ably compensatory. 

Q. Then I wanted to find out -- T*am sorry I 
omitted asking you this, doctor, before -- has it re- 
quired a very large staff in the I.C.C. to look after 
these fourth-section relief cases? 

A. Iam sorry that I do not have any figures about 
that, but I think that ¥t "does not require a particularly 
large staff. 

Q. They have a branch, do they not, which they Cai 
a fourth-section board? They have divisions in the 
m™C,.C,, ana there 1s "2 fourth-section board? 

A. There is a fourth-section poard, yes. 

Q. You do not know how large a staff is required? 

AY’ No. I was just under the impression that it was 
a rather small group. 

MR FRAWLEY: It is a branch of the Bureau of 
Trari ic, 

THE WITNESS: It is part of the Bureau of 
Tpattic, Yes. 

MR O'DONNELL: Fairly extensive, on my informa- 
tion. 

MR COVERT: I think that is all, thankyou very 
much, 

MR O'DONNELL: Just one question, my Lona: it 
indicated to Mr. Frawley that I wished to ask 1c peLrore 
he started. It is arising out of his latest revised 


draft. 


CROSS -EXAMINED BY MR O'DONNELL: 
QoeThat seotlOn we), doctor, of 314A as it now 


stands, provides for the protection, I take it, of rates 


r 


yee % j = 
al df | 


aves oad 


mu Pde * 
:istedt 


oAtt notdansbuanoo ees 


held fuss oft wesrof eft et tad 


mowsen ad Ilfide Bas on 


a] » Ws 


' 


~ #20 Bett od betwaw T rent 


Oe a ae tS - 1 
¢ (OPS co ¢ 


et 
i- 


tat ver seiiies Boss king 


Viste epiel yisy os Bewtsp 


flofd seg-Ad a04 siod7 


ae ee OT ae ae ey wh hw Pe em eave ete et. 
VOLTA T 2L Lisgs & amral POP Worth Fon ob oY .o 
oe nals ~ 4 oy 
7h Geaay AGit int urs eros t . 
= & v a2) 
‘dim’ et eats bee f 
ah bot j : | Bnkig: a 
~ Bl wh) Bi ew & Se op she a 
at} SF Reel : Tang ts i oR. 7% tp ae 
r ¥46 4 roe és 
\ 4 
i% > Tt 
- ~ om eS a 
& eae P ? aoe ak 
29 ot ag t6G #4 fr gReRuPiW seq 
: i Me 
- = = Pee ” 
Vv ‘ Ii E tf r 
ey f i - eta gameaan «4; eo oe + £45 pagar t- 
WALGER Ne a) Petia AD Vi_Grs4 aw ' oO Ae 
2,8foOLT 
S Meer Shines gb a > tye xs i 
y. s96re Sec ee : : PgrErries evis 
vy sgogmnals fis aj if < t282V0°o AM 
4 fine 
fol 
a > - a oe 2 s a ae 4 a 
-HEGL US .Notfaesup ene gaub  .Ligiterss ae 


- g Be) sane aera = : 7 
046d Jf Ake oa hadgetw { ¢ed4 Volweet . aad bes 
— t a : he oa = f 


tOky ‘gatony edd 


ite ho ft p89] ee 
elésdewd BLlvos etuatt tadd weet 
wrod sane ‘amon de 


a 


a 
= 


‘" 
aA 


< 


-13177- Prof. Locklin, cr-ex. 


which might be in existence at the date this proposed 
statute would come into effect. What I wonder about is 
whether there is not some provision in the United States 
which allows for temporary relief -- or, rather, do you 
know the provisions for temporary relief? 

A. I think I indicated that the Commission does 
grant temporary relief pending a final disposition of 
the new fourth-section applications. Now, it..d8..true 
that in 1910, when our long-and-short-haul clause was 
made effective again, we were faced with a situation in 
which the rate structure contained thousands of depart- 
ures from the long-and-short-haul rule, and making the 
long-and-short-haul clause effective in 1910 would have 
had the effect of making unlawful all of those violations 
without the Commission having had a chance to determine 
whether they were permissible departures from the long- 
nado shors anew rule; so we incorporated into the Act at 
that time a provision which protected the existing rates 
until they could be acted upon by the Commsssion. 

Q. And, incidentally, I understand that many of 
them have not as yet been acted upon? 

a. 2 think that is not correct. 

Qe No: ?. Well, do you know-- 

THE CHAIRMAN: What was your question, Mr. 
O'Donnell? 

MR O'DONNELL: My information was that some of 
them had not even yet been finally acted upon. 

THE WITNESS: Several years age I learned that 
there were a very few that had not been acted upon, be- 
cause they involved questions of the jurisdiction OL hens 
Commission over international rates, put the others had 
been acted upon, and of course it was many years before 


those were disposed of, that is correct. 
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MR O'DONNELL: Q. About twenty-five years or 
more? 3 

A. But of course the carriers were protected in the 
meantime. 

Q. Now, is there not some provision at the present 
time which allows the tariff to go into effect upon 
filing, and that unless the Interstate Commerce Commission 
sispends it it becomes operative immediately and the rail- 
ways collect the rate? 

A. Yes, there is a provision in the 1940 legisla- 
tion. pub 2 do not have it directly in mind, that was 
intended to make it possible for the railroads to get the 
rates into effect quicker, after fourth-section relief had 
been granted. 

THE CHAIRMAN: Mr. O'Donnell, could you procure 
thet legislation for us? 

MR O'DONNELL: Well, I can try, my lord. Pos- 
sibiv Dry bockiin Nas ae5- 

THE WITNESS: Well, it must be in this--- 

MR O'DONNELL: It is in the Interstate Commerce 
Act. 

THE WITNESS: It must be in the Interstate Com- 
merce Act. 

MR EVANS: It was passed in 1940, I think. 

THE WITNESS: It was passed in 1940, yes. 

MR FRAWLEY: I am sure Professor Locklin will be 
glad to have it referred to. We could extract it and 
Hand on ers 

MR O'DONNELL: I think possibly Dr. Locklin 
refers to it at page 554 of his book: 

"a gecond amendment in 1940 permits the carriers 

to file, along with their applications for fourth- 


section relief, tariffs or supplements to tariffs 
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containing the rates which are proposed to be made 
effective if fourth-section relief is granted. If 
fourth-section relief is granted by the Commission 
the new rates become effective on one day's notice." 

THE WITNESS: I am not sure that that is an 
accurate description of this provision. 

MR O'DONNELL: I thought there was a slightly 
different arrangement. 

THE WITNESS: That is why I think it would be 
better to have you look it up in the Act and get it on 
the record. I did not have it before me when I wrote 
that paragraph. 

MR O'DONNELL: Q@. Do you see any difference or 
distinction which exists by reason of the fact that in 
the United States this section 500 of the Transportation 
Act is on the books, and that the Interstate Commerce 
Commission has control over water carriage and rates, and 
trucks, interstate trucking? Would not that facilitate 
the handling of these applications in the United States 
as compared to our situation in Canada? 

A. Probably so. It enables the Commission to know 
what the rates of competitors are; but I might say that 
relief is granted in many instances to meet competition 
of carriers whose rates are not published. Relief is 
sometimes granted to enable the carriers to meet competi- 
tion of private. trucking. 

THE CHAIRMAN: Q. That is, trucking not regulated 
by the Commission? 

Dime Yes, 

MR FRAWLEY: Or by anyone. 

THE WITNESS: Yes; and relief is sometimes 
granted to enable the carriers to meet competition of 


water carriers. who are under the exemptions and who are 
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perfectly free to reduce their rates further at any time, 
and I might say that the Commission has devised a method 
of dealing with that particular problem which is interest- 
ing. Ina few instances it grants what is called 
flexible relief; that is, it will allow the carrier to 
reduce its rate to meet say water competition and then 
provide that if the rates of the water carrier are reduced 
the railroad may further reduce its rate, maintaining a 
certain differential. Then the Commission will naturally 
fix a floor below which the railroad could not reduce the 
rate, 

MR O'DONNELL: @. Under the American system, if 
the water carriage or the water competitor disappears and 
the competition ceases, the American roads are not 
allowed by reason of the disappearance of the competition 
to increase their rates, are they? 

Ay ‘OS. 

O.. - whey are? 

THE CHAIRMAN: To increase what? 

MR O'DONNELL: To increase the rates. 

Q. For instance, taking the situation here, if the 
water competition between say Montreal and Vancouver were 
to cease, as I understand it, under our law the railroads 
would be entitled to increase the rates to the normal rate; 
now, my information is that that is not possible in the 
United States. 

A. Well, you would think.so by reading the statute. 
you would think that your statement was correct, because 
there is a provision in the statute -- IT do not remember 
just where it is -- which provides that if a railroad 
reduces its rate to meet water competition and then water 
competition disappears, the carrier may not increase the 


rate without showing that there is some justification for 
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it other than’ the elimination of water competition. 

Q.- That is subsection 2 of section 4, I think, of 
the Interstate Commerce Act? 

A. Yes, but there is a decision of the Supreme Court 
which says that that does not apply when relief is granted 
from the fourth section on account of water competition, 
because if the discrimination was found to be not unjust 
because of the existence of ater competition, and the 
water competition disappears, then the discrimination does 
become unjust, and so the railroad ought to increase its 
rave in tha case. rl could Pind ‘that decision. 

Q. Subsection 2 of section 4 of the Act is very 
snHorvus-ay’ reads: 

"Wherever a carrier by railroad shall in competi- 
tion with a water route or routes reduce the rates on 
the carriage of any species of freight to or from 
competitive points it shall not be permitted to in- 
crease such rates unless after hearing by the Commis- 
Sion it shall be found that such proposed increase 
rests upon changed conditions other than the elimina- 
tion of water competition." 

That 1s the language of the section; you say that that is 
qualified by this Supreme Court decision? 

A. Yes; that is inoperative in cases where fourth- 
section relief was granted. 

Qs - How recent is that decision, doctor, that you 
reter Go? 

iO Moor Pandvit here in a few minutes, 

Cn well you mignt be good enough, possibly, to find 
Lou Lot Le aver: 

A. All right. 

Q. So that, on your understanding of the situation, 


if othe competition, the water competition, for instance, 
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were to disappear, you would consider it right and proper 
that. the railway should be entitled to raise its rates to 
the normal rate? 

A. Yes, it would be entitled to -- they would be 
in fact required to remove the discrimination. Just how 
pheycid 4c ,4er course): would''pe-~ 

Q. Their own business. 

THE CHAIRMAN: You are asking Dr. Locklin whether 
he would consider it right and proper. He may consider alse 
right and proper, and the law may be otherwise. 

MR O'DONNELL: Well, I am just asking for his view 
on the situation, in view of the fact that we are discussing 
new legislation. 

THE CHAIRMAN: It is his view that you want, is 
it? 

MR O'DONNELL: Yes, your lordship. 

Q. I wondered, doctor, if you had any hand or 
collaborated in any way in the preparation of this other 
proposed new section 313A? 

Ay NOs 

Q. And if there is any reason for the distinction 
which prevails or which is set out in 313A as compared 
with 314A, concerning the paragraph numbered e@ in 314A? 

A. No, I had nothing to do with chavs 

Q. You had nothing to do with that? 

A, Nos 

MR O'DONNELL: Then possibly Mr. Frawley has, 
and I understand from his latest pronouncement that he 
hasJ/a°new---= 

MR FRAWLEY: Thank you for the word "pronounce- 
ment". I did not expect to file this, my lord, until we 
were finished with Professor Locklin, which I hope will 


happen at any moment, put, in fairness to my friend--- 
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MR O'DONNELL: Well, if we have a later edition 
we might as well have it in now, so that we can Se Lb rooK 
at it before Dr. Locklin goes away. 

THE CHAIRMAN: What is this, Mr. Frawley? 

MR FRAWLEY: This is 313A, sir, which was 
offered at the time Mr. Darling was on the stand in con- 
nection with his Rate Principles brief. The change is a 
very short one, and I would like to call the attention 
of the Commission to it. 

THE CHAIRMAN: Are you substituting a new draft? 

MR FRAWLEY: That is right, sir. It is a repe- 
tition with one or two short changes, to which I will 
direct the Commission's attention. 

MR EVANS: This, I might suggest, is an example 
of elastic supply. 

MR O'DONNELL: And ingenious. 

MR FRAWLEY: The law is always elastic, my lord. 
This change, sir, is a change in subsection 1, sub- 
paragraph (ii). It formerly read--- 

THE CHAIRMAN: Mr. Frawley, pardon me a moment. 
You remember the other day when you offered this new 
section -- it is a new section, Son 1.6% 

MR FRAWLEY: 313A, yes, sir. 

THE CHAIRMAN: It does not amend a section; it is 
a new section? 

MR FRAWLEY: That is right, sir. 

THE CHAIRMAN: I asked you to consider whether 
4¢ had an effect on any of the other sections, and whether 
any of those should be amended to conform with that. Have 
you done that? 

MR FRAWLEY: We think this will fit into. the 
present Railway Wes ae 
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have drafted it now, without requiring any modification 
of the other sections? 

MR FRAWLEY: Of the other sections. That is my 
submission at the moment, sir. 

The changes first are with respect to sub- 
paragraph (ii) in subsection 1. It read, "be such" -- 
that is, it is defining competitive toll -- "as to enable 
the carrier to show a reasonable expectation of 
improved net earnings as a result of the making of.suoh 
toll." Tt now reada.... bev suchas to enable; the, carrier 
to show a reasonable expectation that, as a result of the 
making of such toll, net earnings will be greater than 
they would be in the absence of such toll.” 

Then in “section 2 the words were ‘then and 
in such case the Board shall order and direct the making 
of such changes in the competitive tolls", and it now 
reads, "then and in such case the Board shall order and 
direct the company to remove such toll or to make such 
changes therein as will satisfy the requirements of 
Sub-section (1)." 

Then sub-paragraph 3 is shortly changed by adding 
the word "unduly" before the word "prejudice" and by re- 
arranging the language, that is all, sir. It now reads, 
"shall not unduly prejudice the geographical advantage of 
other origins or destinations." 

THE CHAIRMAN: It seems to me, just by this very 
cursory redding I have given it, that you have a repetition 
there of some of the things in your 314A. 

MAGRRAWLE ie Peo Goi. 

THE CHAIRMAN: Are you doing that purposely? 

MR FRAWLEY: Yes, I am doing it with knowledge 
that tos beineg done, sir, 


THE CHAIRMAN: Good draftsmanship tends to elimin- 
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ate the repetitious phraseology. 

MR FRAWLEY: Subject to this, dir: lL look upon 
the provisions with respect to long and short haul as 
being sufficiently important in themselves to warrant a 
section in the Act which would constitute, as LG were, va 
code. We find the same thing in the present Act, sir, 
and therefore, in my respectful submission, it would be 
well to have a separate statute, as it were, almost a 
separate statute, in the form of a section with regard 
to long-and-short-haul discrimination and the way in 
which it might be practised. The new section 313, sir, 
is merely to meet the feeling that ran through many sub- 
missions to the Commission since we started, that there 
should be some better control by the Board of competitive 
rates, and so this new section section 313 is here. Lt ue 
intended to lay down some principles that never were there 
pefore, sir, and, to the extent that there is some con- 
flict, I think it would be, 1f I may say so, a perfectly 
harmless conflict--- 

THE CHAIRMAN: Well, just a cursory reading 
brought that to my notice. 

MR FRAWLEY: That is right, sir; I acknowledge 
that. 

THE CHAIRMAN: It may be, as you say, that we 
ought to spread the same subject over twice, in order to 
clarify the situation we are dealing with. One of your 
sections refers to the long-and-short-haul rule. 

MR FRAWLEY: Only; and it is-- 

THE CHAIRMAN: .The other refers to competitive 
rates generally. 

MR FRAWLEY: That is right, s.1Y; generally; and 
ye aI particular, the long-and-short section is particular. 


THE CHAIRMAN: If your proposals are adopted, 
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that will be moved out by final draft. 
MR FRAWLEY: Yes, sir. 
Now, that might be inserted into the record at 
this point -- 313A. 
REVISED 9th DECEMBER 1949 
COMPETITIVE TOLLS 

New Section 313A 

(15 A competitive toll shall at all times 
(i) cover the additional expense incurred by 

the movement of the traffic to which it 
app LLeS . 
(ii) be such as to enable the carrier to show 
a reasonable expectation that, as a result 
of the making of such toll, net earings 
will be greater than they would be in the 
absence of such toll. 
(iii) be no lower than necessary to meet 
effective competition; 
ana it shall be the duty of the Board to maintain 
such continuous examination of .the competitive 
trriffs as will assure that at all times the 
requirements of the competitive tolls as in this 
Section defined are being satisfied. 

(2) If, either as a result of the Board's examination 
of the competitive tolls provided for by Sub- 
section (1) or as a result of the Board's investi- 
gation following upon a complaint, it has been 
established that any competitive toll does not 
satisfy the requirements of Sub-section (1), then 
and in such case the Board shall order and direct 
the company to remove such toll or to make such 
changes therein as will satisfy the requirements 


of Sub-section (1). 
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(3) Where a competitive toll is established for the 
purpose of meeting market competition, such t0L1 
shall not unduly prejudice the geographical 
advantage of other origins or destinations. 

MR O'DONNELL: One question possibly Mr. 
Frawley could answer, my lord, and that is the reason for 
the distinction as between the wording of section 2 of 
proposed 314A and the wording of section 1, subsection l, 
of section 3134. The wording 4s not the same. In the 
one instance it is "the competitive point" that the rate 
proposed--- 

THE CHAIRMAN: That is what I say; I notice that. 

MR O'DONNELL: In 314A the wording is "more 
than covers the additional expense incurred by the traffic 
to which it applies", whereas in 313A it ig merely "cover 
the additional expense incurred by the movement of the 
traffic to which it applies." I wonder what the use of 
the word "more" indicates, or why it is in there. 

MR FRAWLEY: I think, sir, that the answer is 
-- and it may be a good answer -- that it is what Mr. 
Walker put to the Board on the 2nd of May. I think Mr. 
Walker used that expression. 

MR O'DONNELL: Mr. Walker was speaking of com- 
petitive rates, and, var tervall, 3134 deals with competit- 
ive rates just as does 314A, because 314A is merely an 
example of a competitive rate, and at the present time 
under the statute a very simple, short, concise sub- 
section 314(5) consisting of seven lines handles the 
problem. 

THE CHAIRMAN: That is it, you see, Mr. Frawley. 
Te yourare, Couns to repeat the same requirements, you 


should make your language exactly the same. Why call in 
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the one case for a rate which more than ‘covers. additional 
expense, and, then sin: the, other case. -call:'for ‘a rate that 
covers additional expense ? 

MR EVANS: (In that same connection, my lord, if 
you Will observe sub-clause 3 of the new section 313A 
you will find. that) the, kind» of competition is expressed 
in different language. In this case it is "effective 
competition", in the other case "active and compelling 
competition”. Then this language at the beginning, "at 
all times", offers an almost impossible situation, because 
it. strikes me that you never could have such continuous 
study that at any given moment this rate should comply 
With allecvhose. conditions... .LeG usSmassumenit goes i1nto 
effect and it complies with all these conditions; 
now, somebody has got the duty of seeing -- I suppose the 
railways have the duty of seeing -- that every day of 
every year, at all times, this rate complies with those 
conditions. To me it has got almost to the point of 
absurdity, with these drafts and redrafts coming in. 

MR COVERT: Mr. Chairman, I wonder if perhaps--- 

THE CHAIRMAN: It is better to have these incon- 
Sistencies shown up now than to wait and find them after- 
wards. 

MR. COVERT: That is what I was going to suggest, 
Mr, Chairman....Now these points are raised on the record, 
and there may be some raised later, and it will give Mr. 
Frawley perhaps time to look them over and think about it, 
and I do not think we should take action now, because cer- 
tainly they have just been placed before us now; nobody 
has had an opportunity to give them any consideraion. 

MR O'DONNELL: We had an opportunity to point out 
some, inconsistencies. 


THE CHAIRMAN: Well, you know now, Mr. Frawley, 
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without having it told to you the last days of the Com- 
mission's work, that there are certain things here that 
apparently must be considered. I amnot ‘analysing them 
closely now at all, but I notice in one case you talk 
apout "active and compelling competition"; are those 
words used again in the other? 

MR COVERT: "Effective". 

MR FRAWLEY: "Effective competition" is used in 
one, sir. 

THE CHAIRMAN: There again, why put the case 
of necessity? Why put those construing those sections to 
the work of finding out whether you mean the same thing 
| or whether you do not, because the presumption is that 
the Legislature did not mean the same thing when £t used 
different language. 

MR FRAWLEY: That certainly is what would be 
said, yes, sir; I quite appreciate that. 

THE CHAIRMAN: You wish to avoid that. 

MR FRAWLEY: Yes, and I welcome the opportunity 
of making that or such other changes as might bring 
these two into better conformity. 

THE CHAIRMAN: I think you had better consider 
the advisability of recasting those TWO. 

MR FRAWLEY: But for my friend Mr. Evans to say 
that this imposes day-to-day burdens upon the company; -- 
I submit the contrary is quite the fact. 

THE CHAIRMAN: Mr. Evans may be right -- I do 
not know -- but in any case I think you ought to draft 
Hotaeain Carefully: Draft both of them to make sure that 
you are not producing objectionable features, and that 
you are not giving the Board and the courts something 
that will puzzle them. 


MR FRA WLOY: I quite agree; I quite agree that 
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there should be strict conformity. 

MR O'DONNELL: Just one none observation, my 
lord: I wonder whether this paragraph or this clause 
number 3 of section 314A, which reads, "The rate to the 
intermediate point is just and reasonable" -- is that 
any other kind of just and reasonable rate than the one 
provided for by section 325(5)? Is that a special type 
of just and reasonable rate? Just what that language 
means, and why it should be in 314A, when it is certainly 
covered, as far as I unders tand--- 

THE CHAIRMAN: Where is it in 314A? 

MR O'DONNELL: : It is in 3, sub-paragraph 1, the 
further sub-paragraph 3. 

MR FRAWLEY: The answer to that--- 

THE CHAIRMAN: As I pointed out the other day, 
section 325, I think, provides that all rates must be 
just and reasonable. | 

MR O'DONNELL: Yes. 

THE CHAIRMAN: That is the dominating characteristic 
of rates; they must be just and reasonable. I do not see 
any harm in saying io HES . 

MR FRAWLEY: Exactly. 

MR O'DONNELL: I am just wondering whether it is 
any different kind of ust werd reasonable rate from the 
one provided for ti oa0. 

THE CHAIRMAN: So long as the new section uses 
exactly the same language as 325,; there cannot be any 
misconception, because 305, I take it, is the governing 
section. No rate could be allowed to stand at all if it 


were found to be unjust and unreasonable. 
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MR. EVANS: My lord, I would like to follow my 
friend because I think there is a point there and a 
very substantial point. This legislation and tne use “of 
this terminology emanates from a different jurisdiction, 
ahacers tO say; this kind vor legislatioen=comes fromthe 
United States. Now, in the United States there 1S an 
obligation on the railways to have freight rates just 
and reasonable. There is, except in certain cases where 
the Commission has intervened on complaint or on its own 
motion, there is no equivalent section which establishes 
a just and reasonable level of rates in the beginning as 
we have in Section 330. Now then, on this matter my 
submission would be, and I would like perhaps at some time 
later to develop this, but I think the point ought to be 
made that our rates having had the approval as to the 
standard rates under Section 330 are, prima facie, just 
and reasonable rates. Now then, under this legislation 
the railways might very well be forced to take a different 
kind of standard of just and reasonable rates because some 
onus is on them to establish something as a just and 
reasonable rate. Now, would that onus be satisfied by 
simply saying that the rate in question is lower than 
that which has been approved under Section 330? If it is 
so, then you do not need this in the legislation. Now, 
if some other standard of reasonableness is to be applied 
to these rates, then, of course, you might have some 
desire or there may be some necessity of putting it into 
the legislation, but if the rates are to be taken as just 
and reasonable, as we say they are under our legislation, 
then there is no need to prove again when you go on this 
application, and the whole difference, in my humble 
submission is due to a misconception on the part of my 


friend as to the differences im the legislation in the United 
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States which give’ rise tothis kind of a’requirement.. There 
is no just and reasonable rate in the United States until 
it has been complained about or investigated. There is 
just the duty to have them there. In our case we cannot 
charge a single toll without first having the approval 
under 330 and we say that makes the rates just and reasonable. 

THE CHAIRMAN: Yes, you have the approval under 330 
and then you have a duty placed upon the Board by the 
powers @iven to it under 325 (5) that they shall fix, 
establish, determine and enforce just and reasonable rates. 

MR. EVANS: Yes, it merely means that they are not 
bound by the approval in 330. They may inspect any rates. 

THE CHAIRMAN: But all rates must be just and 
reasonable. Well, there is something in that, Mr. Frawley. 
When you import language from another jurisdiction sometimes 
you must be careful that you are not creating confusion 
with the language which may be used in our legislation. 

MR. FRAWLEY: I quite appreciate that, sir. 

THE CHAIRMAN: Then I do not think there is any need 
for any further argument but do remember that when you do 
Sots ae again these two drafts which you have, bear these 
things in mind. 

MR. FRAWLEY: It is the mechanics of the matter. If 
the Board accepts my argument in principle, surely the 
mechanics of it can be worked out and I will do all I can 
to put the actual mechanics of it before the Commission. 

THE CHAIRMAN: That is quite right but your language 
may distort our view of the mechanics. 

MR. FRAWLEY: I appreciate that. 

THE CHAIRMAN: Well, you have ample notice now and 
between now and the time these things will be finally 
considered you will no doubt be able to go over it again. 


MR. FRAWLEY: Now, while we are on that subject, sir, 
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and I hope it does not provoke more of the same argument 
that we have just had, I do have a further committment in 
the matter of proposed legislation, and that is with respect 
to the Stewart-Harries brief dealing with Industrial 
Location and I hope that I can fitle it and not precipitate 
another argument of the kind we have had because I do want 
to get on with my remaining briefs. 

THE CHAIRMAN: Well, if you do file it it must be 
considered and ultimately argued at some time. 

MR. FRAWLEY: Yes, but I mean now. 

THE CHAIRMAN: Well, it may hasten things along if there 
are any defects to have it out right now. 

MR. FRAWLEY: May I hand it in now, sir, and then 
proceed with my two remaining briefs and that is the best 
way 2 think. 

THE CHAIRMAN: What do you call it? 

MR. FRAWLEY: It is the proposed statutory changes 
arising out of the Industrial Location in Alberta brief. 

THE CHAIRMAN: Are all these statutory changes meant 
to affect the Railway Act? 

MR. FRAWLEY: Oh yes, they arise, sir, out of the 
brief that we put in with respect to the Industrial 
Location and the way in which the present freight rate 
structure affects industrial location. 

THE CHAIRMAN: Then those proposed amendments under 
those two sections will be the legislative embodiment of 
what you want? 

MR. FRAWLEY: That ds pieht. You may recall thet 
when Mr, Harries was on the stand, some questions came 
up and I said I would file the statutory changes which we 
inimk erise ouu. of ins Priest. 

THE CHAIRMAN: Now then, you will be giving copies, 


of course, to the R.ilway Counsel and to other provinces 


pRLE ae 
- 


7 


Hea aod Dore] a snes 
ob Tabed gokets ll & arid iO 


} 5 bas no bees: 


+ onic peg 


* BS - i) Sabie @ & #f art sone 


F 5 
no 3759 eT" 


- , 
“wo ef See a? 


at *% 86 EL [ BOY, <a vat a? ay 


= | 
eS OME ¥ IG ) 3; ; 


oF 


= 13105) - Me. Darling 


ana as, Pee boaNt sees any point in this draft that ought to 
be discussed now, well we have a discussion but in the mean 
time you want to proceed. 
Proposed statutory changes arising out of the “Industrial 
Location in Alberta’ brief filed by Mr. Frawley. 

MR. FRAWLEY: I have two more briefs I have to put in, 
Bi end) ( wouUlduhene to get these in before the end. of) the 
day. 

THE CHAIRMAN: Yhen you have progressed further with 
one brief,or maybe both briefs,we will then find out 
whether or not anybody has anything to say about them. 


MR. FRAWLEY: That is right, sir. Thanks very much. 


MR. H. J. DARLING, RECALLED 
EXAMINED BY MR. FRAWLEY 
Q. We will now proceed, sir, with the brief which is 
called "Interline Rates, The Freight Classification, 
The Carload Mixing Rule" and I think we can put this brief 
in rather quickly, sir. Mr. Darling, would you please 
proceed with such preliminary comment as you wish to make by 


way of describing the purport of this brief and proceed to 


NUL it into the record? 


(The following is a brief 
entitled "Interline Rates, The Freight 
Classification, The Carload Mixing 
Rule ") 

(Page 13200 follows) 
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Interline Rates 
The Freight Classification 


The Carload Mixing Rule 


Errata 


ps ii ~ in last line of index "Reading" should read "Headings". 
p. 16 - line 15 - "266 I.C.C. 447" should read "262 I.C.C. 447 at 7OL". 


p. 28 = last line - Combination rate Lethbridge to Melville, "126" 
should be "123". 


p- 43 « "Distinctive Readings" should read "Distinctive 
Headings See aaah 
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INTERLINE RATES 


Le Introduction 
The problem which will be discussed in this Submission 

involves the method of establishing rates on traffic which moves from 
a point on one railroad to a destination on another railroad. Origin- 
ally, it may be assumed, rate systems were limited to the lines of 
individual railroads and interline traffic was charged combinations of 
local rates. No problem of excessive charges would arise here were it 
not for the fact that nearly all freight rates are tapered for distance. 
ecwaes for the lowest mileage block is relatively high--this has been 
explained as an allowance for terminal expenses which do not vary with 
distance and are involved in all hauls--while the increments for the 
following mileage blocks become successively smaller as the distance 
increases. When traffic moves over two or more lines, the straight com- 
bination rates contain the heavy jnitial increments two or more times, 
so that a considerable difference arises between rates made by combina- 
tions of local rates and rates based on a single-line haul. This can 
be illustrated by the following table: 

TABLE 1 


Illustration of the difference between 


Single-line and Combination Rates 


Increments in cents per ewt. added for each mileage block 


Mileage Single-line Two-lLine Two-Line 
Blocks haul haul & haul kk 
25 10 10 10 
50 3 2 3 
75 3 2 10 
100 3 e B 
125 2 10 3 
150 2 3 3 
175 2 3 2 
200 - 3 e 
225 1 2 2 
250 © 1 z 1 
Rate 28 eke 29 
& 100 miles by first carrier, 150 miles by second carrier. 
kk 50 miles by first carrier, 200 miles by second carrier. 
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It will be apparent that the amount of the disparity between 
single-line and interline rates will depend on (a) the amount of the | 
initial increment, (b) the degree of tapering in the subsequent incre- 
ments, and (c) the relative distances of the two local hauls. As can 
be seen from the foregoing table the lowest combination rates will 
result from making one of the local hauls as short as possible. It is 
to the advantage of the shipper to pick an interchange point as close 
as possible to either the point of origin or destination of the ship- 
ment. 

The methods used in making interline rates can be classified 
according to three general types: 

(1) Straight combinations of local rates, made over the 

interchange point that produces the lowest rate. 

(2) Rate calculated on through mileage over shortest 
route over whith carload traffic can be inter- 
changed, i.e. by treating all lines as part of the 
same system, regardless of the number of individual 
railroads concerned. 

(3) Methods intermediate to (1) and (2): 

(a) Rates with through mileage used as basis, with 
arbitraries added for two-line hauls. 

(b) Combination of local rates used as basis with 
arbitraries deducted on interline hauls. 

The development of interline rates can be described as a 
gradual progress from the first method above--straight combination of 
local rates--to the second method by which interline rates are treated 
the same as single line rates in areas served by numerous separate 
railroads. The fiver method is often productive of confusion in the 
rate structure. Greater uniformity in such ¢ases becomes a necessity 
to remove the innumerable cases of local discrimination that arise. 
Instead of creating favorable conditions for the movement of traffic, 
combination rates set up a series of barriers which are purely arti- 


ficial in nature, being the result of the extraneous series of events 
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that have established the separate railroad corporations within their 
present territories. 

In the United States substantial progress has been made 
toward making interline rates on the same basis as single-line rates, 
both territorially and interterritorially. At the present time, in- 
terline rates made on any other basis are definitely exceptions to the 
general rule. They are still found, for example, in the arbitraries 
above normal rates which are allowed certain short lines or weak roads. 
Qn’ the other hand, no uniform method of making interline rates has ever 
been adopted in Canada. In certain instances, concessions have been 
made by the railroads, in others the Board has prescribed some measure 
of relief; No general policy of reducing interline rates to single- 
line rates has ever been laid down, however, and the Board has not 
drawn any broader conclusions from its decisions in specific cases in 


. favor of reduced interline rates. 


IL Interline Class Rates in Canada 
Be Eastern Town Tariffs | 

For many years in Ontario-Quebec territory it had been the 
general practice of the railroads to reduce certain interline town 
tariff rates below the total of the straight combinations of local 
rates. This method became firmly established as the normal method in 
these cases so that when the carriers proposed to cancel these inter- 
line rates on November 30, 1916, the Board intervened and compelled 
their retention. It is interesting to note that in this case, Joint 


, the Board held that it was the com- 


1916) 6 J.0.R. & R. 406 
panies! duty under the Act to file "joint tariffs covering transporta- 
tion in cases where the movement over two or more companies is necessary 
in order to establish a continuous route and through billing". Ina 
suapiieaien tals y sididuane on the same issue 6 J.Q.R. & R. 407, the Board 


held that rates based on the sum of the locals would work a discrim- 


DAN 2 


2g 


Pa ia 
iat eh 
iettasted 
ries 


abide 
tna ‘tine end 00 an 


“2 7 ) : ay ty i 
if ie Cheer i i 4% 
ao =o vate degaeag: we 8a ; ~yhlebrod e199 BH ik 
_. rf ¥ ve Pet Ms er eu fi 
edd oF enoktqooxe cfonitne tes bla aleed teddo Yne i bear 
a we Le 


colin tdéxa edd ot evi gaeiw 101 shower ttds om 


 ebgor deew vO venti +xond batten! benotis ete adibdaia 


ier ee 


76 asf eetad oolited 


bo4 —_ 


at guattam to Daersven aro thee on baad a 


nese ved eaofsueonoo ,eeonuitual atedteo al bit 


i), | 
|  Miset enme hedivosetq and 1808 eid ateddo txt \ebsontiey ona 


' . 
iy Oc ebdar eniivetak an Nanbiis ‘te aia lereseg ol “vtett 


ed 


Tovewor,-,awebh bial aesd seve aad soda 


fatoeb atl aor? saeiabrieaniiaahs sebaoxg yne 
a i 
.eodor onhinatiet beaubet tot 


arsey Yasua 104% 


hitetai ntsives soubor of abworfter and +6 eoid ostg ceremeg 
~ 


eit to [adot¢ edt woled aoe View Pe 


ReOL? ani de> 


“aah 

ol hoodies Larven of? ne eusoed bodjem eidT eter ia > 
oe . : . P . - 7 ne 

teint seeds Lox isxay edd sede tadd 0B eens onedd - i 

i 


par id 


a7) 
£048. ond OLOL eVE Tedsevow n9 eetat vale aie 


hbeilegdoo ne 


iH 
rin 
7 
us aol 


boon oF galdesredal ef dt) -avidaeten xtedd 7 rs 
} Van 


i Lee 
a 
sa . ir 
B7EI9709 ailinas Jatol" ef{lL2 oF dod ocd soboe ‘ie Santeng, 1 a 


aelaacayoec siom to ew tevo Jasadevon ond c1edw eeeso ab tobe Pe 


ai 
{ - Pen. i 

yniitlid dyvord? boa etvor ewovatinos a aetidatas: ov sebro ‘at ; + 

Nin ' 7 - 


+» ; 
bled Srackh edz Qa 


~ 


oe 1 DS 180.4 9 ovagt Smee odd) a0. dmomg but yunt | 


au 7 By 
22hb o xrow bigew alsool edi. te ave ede riots eed et ¢ 


43205 


ination against traffic affected. These judgments would appear to 
Have held that "joint tariffs" as mentioned in the Act required the 
publication of rates at less than the combination of iocal rates. 
Reventnelseuen tHe important implications of these judgments were not 
developed in subsequent cases involving interline rates, so that they 
cannot be said to have had any effect upon combination rates. 

The issue of joint class rates in Eastern Canada came up 
again in 1919. At that time the Chief Traffic Officer of the Board 
worked out a method by which joint rates in this territory were to 
be compiled. The basis was the through ad eege rate on the town 
tariff scale with Spa fixed increments ae be added on all inter- 
line hauls. These amounted to 8 cents per cwt. for first class, 7 
cents for second class, 6 cents for third class, 4 cents for fourth 
class, and 23 cents for all lower classes. At the Sane time twenty 
transfer points within Southern Ontario were specified to be used in 
connection with these rates. While the Board did not commit itself 
to the principle of allowing single line rates for interline service, 
nevertheless the unfairness of the combination rates was recognized. 
It appears to have been taken for granted that to establish reasonable 
rates in this case considerable reductions below the combination rates 
would be required. 

The Board's Order 28618 of August 1, 1919, required the 
Be eeas hasnt of interline town tariffs based on the above method by 
not later than October 1, 1919, 9 J.0.R. & R. 190. The railways 
applied to the Board for a postponement and Pav oregy epee n or this 
Order. In the result the Board issued Order 29495 of March 23, 1920, 
which rescinded the previous Order without giving particulars as to 
the considerations that had prompted this reversal of judgment. It 
thus happened that the contemplated system of interline class rates 
within Ontario-Quebec Territory was never actually put into effect. 
Interline class retes do exist, as already stated, between certain 
stations on the Canadian National and Canadian Pacific in this terri- 


tory, but these consist for the most part of rates to and from stations 
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on formerly independent lines whose rates have been left undisturbed 
when they were absorbed into one or other of the two major systems. 
There are, for example, interline rates between Canadian National 
stations on the one hand and Quebec Central and former Algoma Eastern 
Wattons 6a the other, although the latter lines are now integral 
parts of the Canadian Pacific System. Similar rates exist between 
Canadian Pacific stations and stations on the Niagara, St. Catherines 


and Toronto Railway which forms part of the Canadian National System. 


B. Class Rates in Western Canada and between BKastern and Western Canada 

No interline rates less than the sum of the locals apply on 
standard and distributing class rates between Canadian Pacific and 
Canadian National points in Western Canada although rates to and from 
Northern Alberta stations to stations on either of the two major sys- 
ae are made on the basis of continuous mileage. In the Vancouver 
terminal rates, short-line mileage appears to have been used to some 
extent in making rates to Canadian National points in Southern Alberta 
and to Canadian Pacific points in Northern Recuce 

The class rates applying between Eastern and Western Canada 
make almost no distinction between interline and single line rates 
since it is possible to route traffic via one line to Fort William and 
via the other beyond Fort William at the same rate as for a single-line 
haul throughout. The Fort William eewiner class rates, which com- 
prise the Western factor in these rates, although effective on both 
railroads, do not strictly fulfil the requirements of interline rates 
as advoceted in this Submission. The distances used in calculating 
these rates, as for other class rates in Prairie territory, are the 
shortest distances via one railroad exclusively. Where such Single 
line routes are circuitous, the reduction in mileage by using the 


shortest interline route may be considerable. 
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III Interline Commodity Rates in Canada 


BG Eastern Canada 


The method of making single factor commodity mileage rates 
has never been the subject of a comprehensive investigation by the 
Board. In 1922, however, in response to complaints, the Chief Traffic 
Officer of the Board drew to the attention of the principal railroads 
in Eastern Canada the excessive rates which resulted from the applica- 
tion of straight combinations of local rates for interline hauls. See 
Memorandum on Interline Ratesy 12 J.O.R. & R. 372. At that time deduc- 
tions from the combination rates were made only for agricultural lime- 
stoney cordwood and slabs, fertilizers, grain and grain products, 
lumber and sugar beets. In spite of the unreasonableness of the com- 
bination rates on certain other commodities no order was issued by 
the Board for the establishment of more reasonable bases. It was 
merely "suggested" to the railroads that they might extend the reduc- 
tions on joint hauls to a great many other commodities. This suggestion 
brought from the carriers what must be described as the minimum con- 
cession necessary to comply with the Board's request. The railroads 
amended their local mileage tariffs, not the so-called point-to-point 
tariffs, to provide for a deduction of one cent per cwt. when the local 
rate was over 73 cents per cwt. and one-half cent when the local rate 
was greater than 4 cents and less than 7% cents, This provision is 
still in effect although its terms were slightly modified by the 21% 
Increase in 1948, in that the reduction of one cent now applies only to 
local rates over 9 cents per cwt. The maximum reduction granted on 
interline rates by this method is thus 2 cents per cwt. which leaves the 
objectionable features of the combination rates largely undisturbed. It 
is difficult to agree with the Board's estimation of this "concession" 
as providing "a considerable measure of relief". See 12 J.0.R. & R. 372 


at pe 373: 


B.. Commodity Mileage Rates in Western Canada 


There is no uniform policy on interline rates in Western 
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Canada. On important commodities such as coal, lumber, fertilizers 
from Warfield, B.C. and livestock to Vancouver, interline rates the same 
as or only slightly higher than single-line rates are in effect. The 
interline coal rates were prescribed by the Board in the Western Rates 
Case 1914, and the interline lumber rates were established by the rail- 
roads in 1940. For the most part, on other commodity mileage rates the 
only reduction in local rates is one cent on each factor for rates over 
9 cents and $ cent for Detas be uweeu 5 and 9 cents, the same as in 
Eastern Canada. This leaves a number of commodities for which no com- 
modity mileage scale of general application is published in the tariffs 
and which, therefore, are not eligible even for these reductions. Rates 
on these commodities, e.g. cement, salt, sewer pipe, are generally pub- 
lished as specific point-to-point rates, the base for which is either 
an unpublished commodity mileage scale or the distributing scale. It 
should be noted that the standard reductions will not always apply to 
both local rates, since commodity mileage rates are often available 
only at the point of origin. Unless the terminating carrier publishes 
commodity mileage rates of general application, or specifically applying 
from the point of interchange, the minimum deductions on interline hauls 
would not apply. 

The following summary of the interline rate structure on 
selected commodities is intended to be jllustrative of the different 
methods in use and their effects, and while it includes many of the 


more important commodities it does not claim to be exhaustive. 


(1) Coal: 

The coal rate structure in Western Canada is an important 
exception to most commodity rate structures in Western Canada in that 
interline rates considerably lower than the combination of the locals 
Haye been in effect for many years. In the Western Rates Case, 1914, 
the Board held that reduced interline rates were desirable in the case 
of coal and prescribed that on any two-line movement the through rate 


should not exceed 20 cents per ton, over and above the rate for a 
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corresponding distance on a single line movement. 

Subsequent increases and decreases in coal rates have slightly 
altered the effect of this judgment but at the present time interline 
rates are in general no more than 30 cents per ton above what they would 
have been if based on through mileage. 

This judgment of the Board has had far-reaching effects on the 
coal rate ‘structure in Western Canada. The effect on coal rates from 
the Drumheller coal fields, which are served by both railways, is shown 
in the map in Appendix A. From the Drumheller area to points on the 
Canadien Pacific in Northern Alberta and Saskatchewan, the shortest all- 
Canadian Pacific route is via Calgary, Moose Jaw, or Regina. In each 
case widely circuitous routes are involved. The map shows the Canadian 
Pacific points to which the coal rates from the Drumheller area have been 
reduced as a result of the Board's order prescribing joint rates. It 
will be noted that practically all Canadian Pacific stations in the 
northern part of Saskatchewan and Alberta are affected. It is inter- 
esting to note that even on movements between two exclusively Canadian 
Pacific points such as, for example, Carbon, Alberta, and Coronation, 
Alberta, the rates have been greatly reduced by virtue of the fact that 
it has been possible to calculate the mileage via the Canadian National 
line from Drumheller to Stettler, Alberta. The pervasive effect of this 
principle on the rate structure is thus very great. In the case of the 
coal rates, it has been a major factor in removing local discrimination 
in rates. The producing areas and the markets have been linked in one 
common system of ratesy regardless of the ownership of the shortest 
routes. 

Unfortunately the decision on interline coal rates in the 
Western Rates Case was not generalized so as to require the establish- 
ment of joint-line rates on other commodities and on the class rates in 
Western Canada. Although the principles involved are essentially the 
same as for other class and commodity rates, the tendency has been to 
regard the establishment of interline rates as proceeding from con- 


& This part of the Western Rates Case is available only in Canadian 
Freight Association Publication No. 538 at pp. 129, 130. 
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ditions peculiar to the commodity involved although what actual differ- 
ence exists between coal traffic on the one hand and, sayy, cement or 
brick traffic on the other in this matter is difficult to discover. If 
anything, with relatively few points of production, the lack of inter- 
line rates is a much greater hardship in the case of the latter com- 


modities. 


(2) Lumber: 

The lumber rates in Western Canada were not on a uniform 
basis up to 1940 when the railways undertook to revise the whole struc- 
ture at the time of the establishment of Agreed Charges. Up to this 
time different mileage scales applied in different parts of the Prairies, 
and few, if any, interline rates were published. At this time the mile- 
age rates in the Prairies were first reduced to a common scale, the 
effect of which was to lower the single line rates in many cases. At 
the same time interline rates were published from both Canadian National 
and Canadian Pacific points at a level approximately 1 to 2 cents higher 
than the rates for single hauls for the same distances. This reorganiz- 
ation brought about a desirable degree of uniformity in the lumber rate 
structure within the Prairies. The rate anomalies caused by the use of 
combination rates instead of joint through rates based on short-line 
mileage were largely eliminated. 

Typical effects of the establishment of interline rates on 
lumber in Western Canada are illustrated in Appendix B. From local 
stations on both railroads rates to points on the other line were 
considerably reduced. The reduction in local rates shown in Part 1 of 
Appendix B is largely due to the adoption of the new uniform scale of 


rates for Prairie territory. 


(3) Cement from Exshaw, Alberta: 
The bulk of the cement produced in the Prairie Provinces comes 
from either the Winnipeg area or from Exshaw, Albertay 57 miles west of 


Calgary on the Canadian Pacific main line. Rates on cement from Exshaw, 
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an exclusively Canadian Pacific point, are published on a point-to- 
point basis to stations on both railways. The rates published to 
Canadian National stations are combination rates consisting of the 
local Ganadiian Pacific rate from Exshaw to Calgary and the local 
Canadian National rate parende 

Because of the fact that the cement rates are published on 
a point-to-point basis and not as a mileage scale, they are not subject 
to the standard reductions of one cent in each local rate which apply 
only on mileage rates. While the cement rates are based on a mileage 
scale, the latter is not published in the tariffs, so that for this 
reason the full combination rates are still charged. 

The map in Appendix © shaws the cement rate structure from 
Exshaw to Alberta stations. The effect of using perpie ein’ eHtee on 
cement from Exshaw to Canadian National points is clearly brought out. 
It will be noted that the rates to Canadian National points are as much 
as ten cents per cwt. higher than rates to adjacent Canadian Pacific 
points. With the closing down of the cement plant at Marlboro, Alberta, 
14 miles west of Edson on the Canadian National main line, the nearest 
source of supply on the lines of the Canadian National is at Winnipeg. 

There are two interests affected here--that of the consumer 
located on the line of the terminating carrier and that of the industry 
itself. Not only the production of cement, but of building brick, sewer 
pipe and drain tile, is concentrated at comparatively few points in the 
Prairie Provinces, and certain of the more important of these are served 
by only one railway. Having in mind the restricted sources of supply, 
the need for interline rates based on through mileage is, if any thing, 
greater for these commodities than for coal or lumber where they have 
already been established. Qn low-valued commodities the effect of 
combination rates can be extremely burdensome. In many areas served 
exclusively the Canadian National in Alberta there is often no alter- 
native to the payment of combination rates on cement. 

The second interest involved is that of the industry and the 


community dependent on it. For example, building materials from the 
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Medicine Hat area must compete with products manufactured at points 
served by both railways which have the advantages of single-line rates 
throughout Western Canada. This is a disadvantage which is not geo- 


graphical but which lies solely in the rate structure. 


(4) Brick from Medicine Hat and Redcliff, Alberta: 

Medicine Hat and Redcliff, Alberta, are important centres of 
production of brick and other building materials. As both points are 
served by only one railway--in this case the Canadian Pacific--the matter 
of interline rates is of direct importance to the industries located in 
that area. 

Brick rates, being published as mileage rates, receive the 
reductions of one cent per cwt. in reeeirates on interline hauls. As 
in other cases where this reduction is granted, the relief given is 
small compared to the extra burden of charges caused by the use of com- 
bination rates. Appendix D, Part I, illustrates the effect of combina- 
tion rates on the market territories of plants served by a single carrier, 
by showing the lines joining the points having equal rates on building 
brick from Redcliff, Alberta, and from Winnipeg. Owing to the lack of 
through mileage rates from Redcliff to Canadian National stations, the 
Winnipeg territory, i.e. the area to which rates from Winnipeg are lower, 
on Canadian National lines covers most of Saskatchewan and extends into 
Alberta. If the rates were based on through mileage the dividing line 
between the two territories would lie in Central Saskatchewan, passing 
through points approximately equidistant from Redcliff and Winnipeg. 

Part 2 of Appendix D gives the number of carload shipments of 
brick from Medicine Hat-Redcliff area to stations in Prairie territory 
for the year 1947. The movement totalled 1,190 cars of which 187 cars 
were destined to local Canadian National stations. A considerable part 
of the interline movement was to stetions in Northern Alberta and 
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(5) Seed from Coronation, Alberta; 

The effect of the lack of interline rates on traffic origin- 
ating at small local stations in Alberta can also be illustrated by je 
example of rates on brome and grass seed shipped from Coronationy | 
Alberta. In Appendix E the shipments of seed under the Provincial Crop 
Improvement Program for the three weeks ending April 15, 1949, have been 
plotted to show the local rates to Canadian Pacific stations and the 
combination rates to Canadian National stations. There is a consider- 


able interline movement of seed fron Coronation at 1l.c.l. rates. 


C. Non-com etitive Areas and Circuitous Routes _in Western Canada 
Where there are no interline mileage rates in Western Canada 
irregularities in the rate structure arise merely from the particular 
way in which the separate systems have been built up. For example, the 
great era of railroad construction in the West ended before the Canadian 
Northern could complete its projected line into Medicine Hat and the 
Grand Trunk Pacific its line into Lethbridge. Had either of these lines 
been completed, the rate structure in Southern Alberta would be quite 
different in many respects from what it is now. It frequently has been 
little more than a matter of chance whether an area is now served by 
more than one railway. It is both unreasonable and undesirable that the 
rate structure should be permanently distorted because of such secondary 
effects of the planning and building of the railways. The absence of 
interline rates has the effect of conferring unjustifiable advantages 
upon competitive points at the expense of non-competitive points. In 
the Prairie Provinces very few cities or towns possess any decisive 
geographical advantages over others. Geographical conditions are more 
uniform than in any other area of the country. Such advantages for 
trade and industry as now exist can more often be ascribed to the posi- 
tion on the railway transportation system rather than to inherent geo- 
graphical advantages. This point was recognized fifty years ago by 
Professor S. J. McLean, subsequently Assistant Chief Commissioner of the 


Board for many yearsy in the course of his investigation of railway rate 
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grievances and regulation: 

"To the manipulation of rates by the railway company 
is to be attributed, in great degree, the tendency 
to build up the larger community at the expense of 
the smaller. The movements of population in Ontario 
for example, from the country to the city is un- 
doubtedly influenced by the competitive rates which 
favour the larger places. In a country whose wealth 
is in great degree agricultyral, such a fact is too 
important to be permitted to escape unnoticed. If 
a proper system of regulation is adopted this tendency 
can be redressed." & 

A good example of the distorting effect on the rate structure 
of such secondary results of railroad construction is provided by what 
may be referred to as the Lacombe-Moose Jaw "Gap". The long narrow 
triangle formed by the Ganadian Pacific lines from Moose Jaw to Cal- 
gary snd Lacombe is not crossed by any other line of this railway, so 
that the single-line routes between Canadian Pacific stations on oppo- 
site sides of the Gap are often widely circuitous. Where distance 
rates are made on single-line mileage or on combinations of the samey 
the Gap becomes an important factor in raising the level of rates. 

The only lines crossing the Gap are those of the Canadian 
National between Alix and Calgary and the branches that fan out north 
and east of Drumheller. Between Drumheller and Moose Jaw there are 
no through north~south lines on either railway. Circuitous rate- 
making routes could be avoided if through rates could be made over the 
short-line Canadian National routes through Drumheller. In connection 
with the coal] rates already discussed we noted that short-line dis- 
tances rates are already in effect across this Gap from the various 
coalfields in different parts of the Province. The far-reaching 
effects of this on the level of coal rates were illustrated in Appendix 
A. A similar shortening of routes and lowering of rates has resulted 
in other commodities where the short~line mileages have been used. 

Because the territory on the southern side of the Gap, apart 
from Calgary itself, is almost exclusively Canadian Pacific territory, 
circuitous routes determine the local rates across the Gap. Interline 
traffic can move via more direct routes over the interchange points at 
& Reports upon Railway Commissions, etc. (1899) p. 36 published as 

Sessional] Paper 20-A (1902). 
A We gies 
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Stettler or Drumheller, but where full combination rates are charged 
the resulting rates may be even higher than the rates based on the 
single-line circuitous route. The result is that many rates between 
Southern Alberta and Eastern Central Alberta whether local or inter- 
line, are higher than average for the territory. The effects of this 
situation on some of the specialized industries in Southern Alberta 
has already been outlined, but the situation is also potentially dis- 
advantageous to any new industries that may be started. Appendix F 
shows the reductions in mileage between Canadian Pacific points on 
opposite sides of the Gap that would be realised by calculating dis- 
tances over the shortest routes instead of by single-line circuitous 
routes. 

Between Canadian Pacific stations on the south side of the 
Gap and Canadian National stations on the north side the barrier is in 
the form of combination rates rather than circuitous routes. Appendix 
G shows the reductions that would result from using through mileage 
rates instead of combination rates across this Gap. The examples used 
are fifth class rates from Lethbridge and brick mileage rates from Red- 
eliff to certain Canadian National stations. 

An example of a satisfactory solution to the problem of inter- 
Jine rates is provided by the rates between stations on the Northern 
Alberta Railways and stations on either of the two trans-continental 
systems. These are without exception based on through mileage so that 
paradoxically the situation regarding interline rates is more favorable 
on the Northern Alberta than it is on either of the parent roads. 
Northern Alberta points have through rates to all other points in Canada, 
while local stations on the Canadian National and Canadian Pacific have 
through rates in all respects only to other points on the same railway. 
If it is practicable to maintain through rates to and from Northern 
Alberta points, it would seem discriminatory to pursue a different 
policy that produces much higher rates between many Canadian Pacific 
and Canadian National points. The two major railways as joint owners 


of the Northern Alberta Railways would be in a scarcely different 
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position if they permitted through rates between points on their 
respective lines than they now are on through rates with the Northern — 
Alberta Railways: In the lumber and coal interline rates and the 

rates to and from N.A-R. points, we find already in effect the features 
which should be common to all class and Sorned’ ty mileage rates in 


Western Canada. 


De 


Interchange 

The problem of providing through rates via the shortest 
available route is closely related to the provision of an adequate 
number of points where traffic may be interchanged, otherwise the 
advantage of joint rates may be partly offset by the circuity of the 
routes that must be used. With the growing economic development of 
the Prairie Provinces, the establishment of interline rates and the 
providing of sufficient interchange points has become of increasing 
importance since the growth of intra-Prairie traffic is one conse- 
quence of that eveldoueat. 

The number of interchange points for carload traffic in 

Alberta is reasonably complete, the only important points served by 
both railways, but not classified as carload interchange points, being 
Alix, Vegreville and Lloydminster. The number of common points which 
are not interchange points is considerably anor in Saskatchewan and 


Manj toba. 


E. Interline Rates in the United States 

The principle of basing class and commodity mileage rates on 
the shortest available routes over which carload traffic can be inter- 
changed has been an accepted feature of the American rate structure for 
many years. In each of the major class rate investigations, covering 
each rate territory, and in the country-wide Class Rate Investigation 
undertaken in 1939, the findings of the Interstate Commerce Commission 


have invariably included the requirement that mileage rates be calcu- 


ated over the shortest available routes. This, it might be pointed 
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13207 
out, does not in itself require any railway to short-haul itself but 
merely specifies the route which shall establish the lowest rate. No 
traffic need move over this reute unless shippers actually specify 
this routine. 
The chief class rate cases where this principle has been 
Leia down ere as follows: 


Southern Glass Rate Investigation, 100 I.C.C. 513 at pp. 628 , 
656 (1925) - Findings 7 and 14. 


Consolidated Southwestern Cases, 123 1.0.0. 203 at p. 384 (1927) - 
Finding 15. 


Western Trunk Line Class Rates Case, 164 I.€.C. 1 at p. 195 
(1930) - Finding 3. 


Eastern Class Rate Casey 164 1.6.G. 314 at p. 394 (1930) - 
Finding 4. 


Class Rate Investigation 1939. Docket 286300. 266 1.C.C. 447 
(1945) - Finding 4 bs 


The principle is stated in similar words in all the above 
cases. The wording of Finding 4 of Eastern Class Rates Casey (164 
1.C.C. 314 at p. 394) can be considered typical: 

"We find that in computing distances for the application 

of the distance scales prescribed in this proceeding the 
shortest routes should be used over which carload traffic 
can be moved without transfer of lading. 

"This finding is not to be interpreted as requiring the 

actual use of the route over which the rate-making 

distance is computed." 

The problem of whether to allow 4nterline differentials 
over and above the rates for single line hauls in the making of inter- 
line rates was encountered in the Southern Class Rate Investigationy 
(100 1.0.C. 513) which was completed in 1925. In this case the rail- 
roads proposed certain differentials for interline movements on the 
grounds that the costs of interline movements were greater than for 
gingle-line movements. However, in its decision the Commission 
pointed out’ several reasons why this contention should be rejected. 
At page 627 the Commission saids 

"Joint-line differentials or arbitraries rest on the 

theory that a joint-line haul costs more than a single- 
line haul. But no attempt has been made to measure or 


even to estimate this extra cost, and the differentials 
proposed are the product of unguided judgment. Nor is 
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41324 
extra cost in physical handling always incurred. If, 
for instance, all lines in southern territory were 
consolidated under a single ownership, it does not 
follow that the method of operation over what are not 
joint-line routes would in all cases, or even in most 
cases, be changed materially. While joint-line hauls 
ordinarily involve switching operations at the junc- 
tion point and sometimes the transfer from car to car 
of less-than-carload freight, similar operations are 
common in the case of single-line hauls." 
The Commission's ultimate finding was: 

"That no sufficient reason has been shown for joint- 

line differentials or arbitraries, but that the absence 
of such differentials is a factor which should be 
given some weight in determining the level of the dis- 
tance scale.” 

It is submitted that where the general establishment of inter- 
line rates is in question no differentials should be assessed on two- 
line hauls. The absolute level of interline rates should be determined 
in the same manner as the level of local rates, viz: the general finan- 


cial need of the railways. 


F. Recommendations 

It is submitted that interline class and commodity rates in 
Canada should be established on the basis of through mileage via the 
shortest distance over which carload traffic can be moved without 
transfer of lading. To assure the use of the most direct routes in 
calculating interline rates, interchange points should be established 
at all strategic points which the two Beat us have in common. In | 
Alberta this would involve the addition of Alix, Vegreville and Lloyd- 
minster to the list of carload interchange points. Qther interchange 
points may also be necessary in other provinces. 

The route used in calculating the rate is not necessarily 
the route over which the traffic must move. 

the establishment of a thorough-going system of interline 
rates will go far to remove many local disabilities in all parts of 
the country and place non-competitive points at a much less disadvan- 
tage relative to competitive points. It will have the effect of pro- 
viding non-competitive points with alternative routings at lower 
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13219 
rates so that the advantages now possessed mainly by competitive 
points will also accrue in some degree to non-competitive points. 

As long as interterritorial traffic between East and West 
comprised the greater part of the traffic moving in Prairie territory 
it might have been possible to maintain that the lack of interline 
rates involved no serious disadvantages. But with the growth of 
secondary industries, more specialized agricultural production, and 
the expanding local markets to ebsorb production, the situation in 
Western Canada today is fundamentally different from that when the 
rate structure was originally developed. Regardless of the stage of 
economic development reached, however, it is submitted that in its 
lack of complete system of interline rates the present rate structure 


is obsolete. 
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Appendix F 


Mileage Reductions Obtained Between Certain 


Canadian Pacific Stations by using the 


Shortest Interline Routes 


Medicine Hat Lethbridge Brooks 


Lloydminster Present Mileage 539 490 473 
Short Line Mileage _456 450 433 
Reduction 83 40 40 

North Battleford Present Mileage 595 574 557 
Short Line Mileage _52Q_ 534 
Reduction 715 40 103 

Saskatoon Present Mileage 471 572 533 
Short Line Mfleage _440 526 4,32 
Reduction 31 46 106 
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Appendix G 


Part 1 


Fifth Class Standard Mileage Rates from 


Lethbridge to Selected C.N.R. Destinations 


To | Present Combination Rate Short Line Mileage Rate 
Route Mileage Rate Route Mileage Rate 
Wainwright, Alta. Calgary 1,05 112 Ghuyese 402 87 
Henna, Alta. Drumheller 276 86 Calgary 264 68 
Vermilion, Alta. Camrose 4,07 113 Camrose 407 87 
St. Paul, Alta. Edmonton 445 119 Edmonton | 445 93 
Kindersley, Sask. Calgary 4,00 ite Calgary 4,00 87 
Delisle, Sask, Calgary 501 Lei Calgary 501 104 
Melville, Sask. Regina 495 126 Regina 495 100 
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Appendix G 
Carload Rates on Brick from Redcliff to 
Selected C.N.R. Destinations 
To Present Combination Rate Short Line iileage Rate 
_ Interchange . Interchange ae ee 
Point. Mileage Rate _Point Mileage Rate — 
Wainwright, Alta. Stettler 488 26 Drumheller 405 19 
Hanna, Alta. Drumheller 2312 204 Drumheller 231 15 
Vermilion, Alta. Drumhelier 410 26 Drumheller 410 19 
St. Paul, Alta. Edmonton 489 26% Drumheller ss es 
Kindersley, Sask. Drumheller 36") 22 Drumhelier 367 18 
Delisle, Sask. Moose Jaw 415 26 Moose Jaw 415 19 


Melville, Sask. Regina 4,00 245 Regina 4,00 18 
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THE FREIGHT CLASSIFICATION acs 


The present form of the Canadian Freight Classification 
dates from January 1, 1884, when the ten-class scale of rates was 
made general in Ontario-Quebec Territory, replacing four-class systems. 
The same system was adopted for Prairie Territory soon thereafter and 
for Maritime oo eke on December 3, 1889. The present issue of the 
Classification is the nineteenth since 1884 and came into effect on 
June 15, 1937. 

The freight classification exemplifies a method of rate- 
making that may be termed "commodity discrimination". Under this 
principle the actual cost of serviee igs largely, though not entirely, 
disregarded and the various commodities aré assigned to the different 
classes on a basis of "what the traffic will bear™.* The method is 
necessarily one of approximation to average conditions of carriage for 
the mord important commodities, after which other commodities are 
fitted into the scheme mainly by analogy. While not necessarily 
approving in all cases the. present distribution of soumbadties in the 
classification, the present Submission does not question the general 
reasonableness of this type of commodity discrimination in rate-making. 

Table 1 shows the present relationships between the classes 
jn the Ontario-Quebéc, Ontario-Superior and Prairie Territories as per- 
centages of fivetsélasy rates. Ninth class, originally used for live- 
stock, has pes iodstted since it has been completely superceded by 


special commodity mileage rates in all territories. 


TABLE 1 
Classes as Percentages of First Class 
ae Vas US abe Gey) CS) vids 
Ontario-Quebec 100 gyh 75 RR 50 4B BT OCB 93:13 
Ontario-Baper tor 100 = 83 66 2/3 50 840 ge aya 27 | 2h 
Prairie 100 83 66 2/3 50 45 9% 27 . 25x ° 24x 
x Percentage varies for these classes. 
i See Class Rate Investigation, 1939, 262 1.C.C. 447 at pp. 508-9 for 
an enumeration of the more important classification principles. 
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The differences in the class relationships between terri- 
tories go back to the original differences in method used in construc- 
ting the class rates. In Eastern Canada, fifth class was the basic 
class from which the others were derived, while in Western Canada, 
fourth class was used as the starting point. First class was estab- 
lished at double these classes. It will be noted that the respective 
classes in Prairie Territory are lower percentages of first class than 
those in Eastern Canada. In terms of the rates themselves this differ- 
ence is more than offset, for all but tenth class, by the higher level 
of first class rates in Prairie Territory. The Prairie class rate 
level was originally much higher than the Ontario-Quebec class rate 
level than it is at the present time. In the steps toward equaliza- 
tion that took place with the differential increases of 1918 - 1920, 
the lower classes on the Eastern Scale were raised to nearly equal, 
and in the ee of tenth class, to greater than the corresponding 
classes on the Prairie Scale. | 

It can hardly be denied that in its present form, the class 
rate system is capable of considerable refinement and improvement. At 
the present time the effectiveness of the class rate system in Canada 
4s limited by the inadeauate number of classes suitably spaced to meet 
requirements of more than a small fraction of the traffic. Below 
fifth class there are, in effect, only three classes available to 
cover a wide variety of commodities, since eighth and tenth classes 
are practically the same and ninth is no longer used at all. Eighth 
class itself is of comparatively limited application since the com- 
modities taking this class, e.g. grain, feed, vegetables, generally 
move on lower commodity rates. 

In this connection it is significant to note certain recent 
changes in the classification system in the United States prescribed 
by the Interstate Commerce Commission in Class Rate Investigation, 1939, 
262 1.C.C. 447, by which the older system of numbered and lettered 
classes will be replaced by a straight percentage system whereby all 
classes will be stated as percentages of first class, which is denom- 


jnated Clase 100. In addition to the existing seven classes in the 
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official classification the Commission eetnitee thé railways to publish 
rates for 16 new percentage classes lower than first class. A compari- 
gon of the classification systems of the United States and Canada is 
given in the Appendix to this Submission, indicating clearly the far 
greater resources of the new United: States system. 

The advantage of this system is the greater range and flex- 
ibility which it gives to the class rate structure. Newer classes can 
be created easily when the need arises by the simple means of using a 
new percentage of first class rates. To an area such as Western Canaday 
where class rates are still widely in use, this would offer the possi- 
bility of making the class rates more adaptable to the different types 
of traffic. 

It would still not be feasible to attempt to compel all 
treffic to move on class rates. Even under the best constructed 
system of class rates it is still possible that no more than a small 
part of the total traffic volume would continue to move on class 
rates. Rates on raw materials, bulk traffic, and agricultural com- 
modities must be adjusted to leet the peculiar conditions of partic- 
ular commodities. Rates on these commodities may require different 
rates of tapering for distance depending on the relationship between 
value and transportation costsy location of markets, market competi- 
tion and similar factors. It may therefore be expected that many 
commodity rates will continue to remain outside the class rate 
structure. In proposing this change in the form of the class rates 
we are not maintaining that all rates can be fitted into a single 
pattern. 

The present classification, by the very meagreness of its 
resources for differential treatment can scarcely be considered ade~ 
quate for the future. A disadvantage of the a vetent system is the 
relatively few possibilities for discrimination between commodities. 
It would scarcely be worth while undertaking a major revision of the 
items in the classification if all changes had to be limited to those 


that could be fitted into the present nine-class system. We submit 
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that an essential step before the next such revision of the Classifi- 
eation ig the prescription of a percentage system of classes. 

The advantage of such @ procedure is that it would make it 
possible to attack the problem gradually. The present classes could 
be translated at once into percentage classes and new classes could be 
added gradually as the study progressed or new circumstances and needs 
arose. To retain the present system of classes would effectively post- 
pone any further refinement in the class structure. It should not be 
necessary to point out that the transition to the new system would not 
have to be taken at one step. The framework would be set up in advance 
and the details added later, a method that has been followed in the 
United States where much more complex issues are involved. This would 
provide the means for a gradual reform of the details of the classifi- 
cation in contrast to the limited possibilities provided by the present 
structure. 

The proposed percentage system would involve a standardization 
of class relationships in all territories in Canada. It is submitted 
that the Prairie class relationships ghould be retained for the existing 
classes in such a standardization as they now afford a wider selection 


of classes at the lower levels, 


Recommendations} 


(1) The Ganadian Freight Classification should be revised to 
provide classes on the percentage basis using first class 
as Class 190. 

(2) A greater number of classes, particularly below Class 50, 
should be published to enable a greater degree of refinement 
in classification to be obtained in subsequent revisions of 
the classification. By this means the class rates could be 
made more responsive to changing conditions and kept in closer 
alignment with rates that actually move the traffic. 

(3) ‘The relationship between the present classes should follow the 


Prairie basis rather than the Ontario-Quebec basis. 
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Appendix H 


Comparison of Relationship of Classes in 


United States and Canadian Freight Classifications 


U. S. RATE TERRITORIES CANADIAN RATE TERRITORIES 
Percent of | | 
Class 100 or Eastern Southern Western South- Ontarie- Prairie 
First Class Trunkline Western Quebec 
100 Lux 1 Lx 1 x 1 1 
92.5 x x 
87.5 | 2 
85 eux 2 2ux Zax 
83 2 
77,5 x x 
D 3 
70 33x 3 3 ax ox 
66.6 3 
65 x x x 
62.5 4 
60 x x x 
55 R 26 x 4 4 x 4x 
50 Le a x 5 4 
48 6 
45 x 5 Ax A x 5 
42.5 x 
40 x 6 x x 
38 x 8 
37.5 x 5 x 5 x 7 ) 
35 5 x 7 x x 
33.3 10 
32.5 x B x Bx 
30 x 8 C x ox 
27.5 Ox 2 x 7 


x indicates the percentage column required to be published in 
class-rate tariffs. 
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Appendix H 
(Continued ) 
U. S. RATE TERRITORIES CANADIAN RATE TERRITORIES 
Percent of 
Class 100 or Eastern Southern Western South- Ontario- Prairie 
First Class Trunkline Western Quebec 
25 x 9 ee x g 
24 eal 
22.5 x 10 Dx Dx 
20 x EL x x 
17.5 e 12 Ex E x 
16 ee x x 
15 x 
14.5 x x 
13.5 x 
1 x x 
12.5 x 
12 x 
8.5 x 


x indicates the percentage column required to be published in 
class-rate tariffs. 
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THE CARLOAD MIXING RULE 

The rules in the Freight Classification regarding what com- 
modi rica may be mixed in carload shipments and Pisteca at carload rates 
are important in that they determine to some extent the amount of volume 
discrimination which is Senect tues by the rate system. In this respect 
the mixing rules are in the same class as the distinctions between car- 
lead and less-than-carload rates which are also to be found in the 
retest Classification. By volume discrimination here will be meant 
differences in treatment, whether of rates or service, between shipments 
based solely on the volume of the shipment. 

In the Canadian freight Classification the mixing rules on 
shipments moving on class rates are contained in Rule SHS eines 1904; 
a different rule has applied in Western Canada from that in Eastern 
Canada. In Eastern Canada the mixing rule is unrestricted; that is to 
say; any combination of commodities may be shipped at the carload rate 
applicable on the highest rated commodity in the shipment. The minimum 
weight on shipment of mixed commodities is the highest provided for any 
of the articles in the carload. 

In Western Canada, and on traffic moving between Eastern and 
Western Canada, mixing is permitted only of commodities classified under 
“distinctive headings" in the Canadian Freight Classification. A list of 
these--there are no less than ninety--is given in Appendix I to this Sub- 
mission. It should be pointed out that these ninety headings do not 
include by any means all the items listed in the classification, since 
there are many other items listed separately, and which therefore could 
not be included in mixed carload with any other commodities. It is not 
proposed to go into the history of the difference in mixing rules but 
only to discuss the afer of whether the Western rule ahead be uni-~ 
form with the Eastern rule. Qur position is that the unrestricted mixing 
rule now in effect in Eastern Canada should be extended to Western Canada. 

| That the restriction on mixing places the small shipper or con- 

signee at a disadvantage relative to the large shipper or consignee can 


hardly be denied. It can have either or both of two effects: (1) 
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L323k 
increase the freight charges because of the necessarily greater use of 
less-than-carload rates; or (2) give rise to shipping arrangements de- 
signed a avoid payment of full less-than-carload rates. 

The first of these effects undoubtedly occurs. If there were 
no possible way to avoid paying less-than-carload rates the restricted 
mixing rule would be quite indefensible. However this is offset to some 
extent by the methods of shipping and distribution of goods that have 
grown up in Western Canada, methods which have developed partly in rela- 
tion to the conditions laid down by the restricted mixing rule. Goods 
from Eastern Canada are shipped from the manufacturer to wholesale houses 
in Western cities and redistributed by truck or less-than-carload ship- 
ments to the surrounding territory. The volume of business handled is 
such as to permit shipments in carload lots, with the result that the 
small merchant whose requirements are insufficient to make up carload 
lots is able to fill these more cheaply through the wholesalers than by 
ordering direct from Eastern Canada. An alternative method is the use 
of pool cars operated by freight forwarders by which a number of small 
shipments are consolidated into carload lots. The restricted mixing rule 
thus has an influence on the pattern of traffic and distribution, giving 
a bias in favor of large shipments or the consolidation of small shipments. 

The next question that arises is what effects would follow from 
the abolition of restrictions on mixing in Western Canada, and particu- 
larly whether it would result in any radical disturbance to existing 
conditions. It is improbable that this change would cause any serious 
disturbance to the existing distributing organizations. While it is 
true that at the outset the actual form of that organization owed much 
to the existence of the mixing restriction, it does not follow that it 
has become completely dependent upon it. If this were true, the mixing 
restriction would have even less justification than can now be found for 
it, for then it could be charged with heaving fostered an entirely arti- 
ficial method of distribution. 

There are several reasons, however, why the effect of the 


restricted mixing rule should not be overestimated. The wholesale 
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distributing organization in Western Canada performs many essential 
functions in the economy of Western Canada. Its position is nota 
‘precarious one maintained only with the aid of the restricted mixing 
rule. The fact that Eastern Canada has been and will continue to be 

the main “source of supply of most manufactured articles means that 
Frere will always be, the problems of distance and the time of delivery 
between manufacturer and retailer which will sustain the demand for the 
usual services performed by wholesalers: variety of stock, credit 
facilities, quick delivery, and also in acting as manufacturers' agents. 
As long as these ponevene remain to be performed it is difficult to 
Petisye that with unrestricted micine rules there would be precipitated any 
widespread shift in distributing practices. The extension of the unre- 
stricted mixing rule to Western Canada may benefit the wholesale trade 
in many cases by enabling them to use carload rates more frequently, or 
to reduce inventories on certain items. 

It should not be overlooked that the Western Peaavenad who 
wanted to have 4 carload of mixed merchandise shipped to himself direct 
still would require in many cases the services of an agent or forwarder 
to assemble the shipment at the Eastern point of origin. Unless he were 
located in one of the larger cities, he would be unlikely to obtain 
direct pool car service for smaller shipments. Nevertheless, the right 
to use this method of shipment for those in a position to do so should not 
be denied by discriminatory classification rules. It is reasonable to 
suppose that it will only be used by those in a position to reduce their 
transportation charges and other costs thereby. In the last analysis it 
is the consumer who pays the egetent charges and the one who should be 
entitled to any benefits that can be derived from a more liberal mixing 
rule. While the present te pien in mixing rules between Eastern and 
Western Canada may be satisfactory to thos® directly engaged in the traffic, 
at the same time it discriminates against the Western consumer, It is not 
necessary to contend that the standardization of mixing rules will mean 4 | 
“considerable benefit to the consuter to justify the removal of the re- 


stricted mixing rule. 
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The manner in which the restricted mixing rule in Western 
Canada applies is itself open to objection. By limiting mixing privi- 
leges to carloads to goods classified under "distinctive headings" in 
the Canadian Freight Classification, an unnecessary limitation on car- 
load shipments is introduced. | These arbitrary distinctions can be 
ignored by shippers within Eastern Canada. Within Eastern Canada car- 
load rates are available to all shippers on all possible combinations 
of commodities for which carload rates are provided in the Canadian 
Freight Classification. It is not necessary to apply for a special 
commodity rate. In Western Canada shippers can only avoid these 
restrictions if the railways have published commodity rates specifically 
authorizing the mixing forbidden by Rule 10. 

ot all the traffic affected by Rule 10 is that which passes 
through distributors' hands. Even on traffic between Eastern and Western 
Canada--for which primarily the restricted mixing rule was put into 
effect—--direct merchandise shipments are not confined to those moving 
from manufacturer to distributor. Shipments which do not concern the 
distributing trade in any way are liable to be adversely affected by the 
mixing restriction. “Within Western Canada the restricted mixing rule 
has even less justification, since it was originally made with the eee 
territorial traffic in mind. If the issue were divided, as it has not 
been on previous occasions, into two distinct ea yeeeoane tne unrestricted 
mixing should be allowed (a) within Western Canada (b) between Eastern 
and Western Canada, there is little reason to doubt that the support of 
the restricted mixing rule would be by far the greater in the latter case. 

On class rate traffic between the United States and Western 
Canada the mixing restriction also applies. Here too it is clearly an 
obstruction to the free flow of traffic. Mixing rules in the United 
States are uniform and similar to those in effect in Eastern Canada. A 
car loaded in the United States according to United States mixing rules, 
which is charged standard class rates for the distance it moves in Western 
Canada, may be classed as an l.c.l. shipment under the Western Canadian 


rule and charges assessed accordingly. Unless the Canadian importer is 
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careful to specify how his shipment is to be loaded, and unless it is 
of a nature to meet the requirements of the Western Canadian mixing 
rule, he will be charged standard class rates on an l.c.1l. basis for 
the Canadian part of the haul. 

In summary, the restricted mixing rule in Western Canada is 
a handicap to the free flow of traffic under non-discriminatory con- 
ditions. Although it was imposed in the first place primarily to 
protect the Western distributors' position in the trade between 
Eastern and ecteen Canada, it also applies on traffic within Western 
Canada and between Western Canada and the United States. It is not an 
indispensable condition for the existence of the distributing trade in 
Western Canada, since that trade owes its present position to economic 
reasons of a more fundamental nature. The nities rule in its present 
form discriminates against small business and the consumer in Western 
Canada. For these reasons the restricted mixing rule applying in 
Western Canada should be cancelled, and the unrestricted mixing rule 
now in effect in Eastern Canada should be applied uniformly in all 


parts of Canada. 
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Appendix I 
_DISTINCTIVE HEADINGS _ 
CANADIAN seein CLASSIFICATION 
Agricultural implements, hand, and agricultural implement parts, 
Agricultural implements, other than hand. 
Agricultural implement parts, other than hand. 
Airplanes or airplane parts. | 
Aluminum and aluminum articles. 


Ammunition. 


Asbestos. 


Athletic, gymnastic and sporting goods. 
Bags and Bagging. 

Barrels, half-barrels, casks, drums or kegs. 
Baskets. | 

Blackboards. 

Boats, canoes and launches. 

Boiler parts, iron or steel. 

Boots and shoes. 

Boot and shoe findings. 

Boxes. 

Brick. 


Building metal work. 


hand. 


Building woodwork (house trim), not further finished than primed. — 


Building woodwork (house trim), further finished than primed. 
Burial cases (caskets oy WOfTine)) O.RsG: 

Cereals and cereal products. 

Chemicals, drugs or medicines. 

Copper, brass or bronze. 

Cordage. 

Cork. 

Covering, boiler or pipe. 

Dry goods. 


Eléctrical appliances and supplies. 
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DISTINCTIVE HEADINGS 


in 
CANADIAN FREIGHT CLASSIFICATION 


31. Explosives. 


32. Feed, animal or poultry. 
33. Fire fighting apparatus. 
34° Fruit, fresh. 

35. Furniture. 

36. Games or toys. 


37. Garden or lawn furniture. 


38. Gases, compressed. 

39. Glass. 

40. Glassware. 

Al. Grading and road making implements. — 
42. Groceries. 

43. Hardware. 

44. Harness and saddlery. 

45. Hides, pelts, or skins, not dressed nor tanned. 
46. Iron or steel. 

47. Leather. 

48: Liquors. 

49. Livestock. 

50. Lumber. 

51. Machinery and machines. 

52. Meats. 

53. Metal workers' supplies. 

54. Moldings. 

55. Molds. 

56. Musical instruments. 

57. Musical instrument parts. 

58. Nursery and florists' stock, other than art decorative evergreens, O.R.D. 
59. ° Qils. 


60. Oil well outfits and supplies. 
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DISTINCTIVE READINGS 
in 


CANADIAN FREIGHT CLASSIFICATION 
61. Ordnance. 
62. Ores. 
63, Paints and varnishes and paint and varnish materials. 
64. Paper. 
65. Paper articles. 


66. Petroleum or petroleum products, including compounded oils and 
greases having a petroleum base. 


67. Plumbers' goods. 

68. petistyt 

69. Pumps and pump parts. 

70. Radio receiving sets. and radio PAF UR 

Tl. Railway equipment ard supplies, 

72. Rubber and rubber goods. 

73. Safes arid ‘safe or vault’ ports, 

Th. ‘Seales and scale parts, 

75. Seeds. 

76, Sewing machines and “sewing” machine parts. 


77. Shades, shade mater dads’ phade fixtures, also curtain poles on rods 
and fixtures. 


78. Sheet metal ware. 

19. Sprayers, field, garden or orchard. 

80. Stationery. 

81. Store or office fittings. 

82. Stoves, ranges and heaters, and parts. 

83. Tanks « 

84. Trunks and bags, travelling. 

85. Vegetables. 

86. Vehicles, not pelf-propelling, Q.R.B. and C. 
87, Vehicle parts, other than self-propelling ivehicle parts, Q-R.B. and C. 
88. Vehicles, self-propelling. | 
89. Vehicle partes, self-propelling. 


90. Woodenware or indurated fibreware, with or without metal fittings. 
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A. I might say, to begin with, that the three subjects 
which ere grouped in this brief are not related in any way. 
They are just three separate subjects which are considered 
here together as a matter of convenience. The problem 
which we are discussing in this submission involves the 
method of establishing rates on traffic moving from a point 
On one railroad to a destination on another and to that type 
of movement we have applied the term "Interline movement” 
and we are discussing the interline rates on such movements. 

We point out, to begin with, that the reason for the 
difference between single line and interline rates where 
the same rate bases are used, results from the tapering of 
the rates for distance. The rates for the lowest mileage 
block are relatively higher, decreasing rapidly with distance 
so that where two lines are involved in a single haul, the 
higher increment mileage blocks figure in the rate twice, 
producing a difference between the single line rate and the 
second line haul, and we have illustrated this with a fairly 
elementary example at the bottom of page 1 in a hypothetical 
rate scale-- in the first instance a single line haul and 
the rates that would be paid were two carriers involved at 
two different combinations of distances for the same haul. 
It will be noted that the difference between the single and 
the interline rates, depends, in the first place, on the 
amount of the initial increment. We have used in our example 
10¢ and that happens to be very close to the increased 
increment on the lowest class rate at the present time, 
tenth class, which is 93¢, and we might get an increment for 
first class traffic as high as 31¢ speaking of the Prairie 
Standard scake and also of the distributing seale In this’ case. 
The other difference between the two rates was the adding 
of tapering in the subsequent increment and the third is the 


relative difference in the two hauls making up the combination, 
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and so it follows that the lowest combination rates 
result in making the drerdyenede between two hauls composing 
it as great as possible. 

We then point out the three general types of rates 
governing interline hauls. The first involves the straight 
combination of local rates made after the interchange 
producing the local rate and that would be bisted pal think, 
in the second or third column of our table on page l. 

At the other extreme is the rate calculated on through 
mileage over the shortest route over which carload Trap 
can be interchanged and I might say that constitutes our 
recommendation in this submission, that this method by 

a recommendation of the Commission that distance rates 
covering more than one line be calculated on this basis. 
We are not, in this connection, recommending any changes 
in the statute to bring this about because of the fact that 
the problem has a great many complications which it would 
be, from our experience, already very difficult to place 
into language in one statute without unduly hampering 

the work of the Board in bringing about the application of 
such a principle. The three methods refer to no compromise 
between these two extremes. Such methods are in use in 
Canada now in many cases and classes of comnoOdties. 

Lumber and coal in Western Canada are formed on the basis 
not of the straight combination rates nor of the single 
line rates, but on increases over the latterpr decreases 
from the former rate. I will then read the remainder of 
this section starting at the last paragraph on page ers 

The development of interline rates can be described as 
a gradual progress from the first method above--straight 
combination of local rates--to the second method by which 
interline rates are treated the same as single line rates 


in areas served by numerous separate railroads. thes irst 
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mevhod' Is often productive of confusion ini the rate 
structure. Greater uniformity in such cases becomes 2 
necessity to remove the innumerable cases of local dis- 
crimination that arise. Instead of creating favorable 
conditions for the movement of traffic, combination rates set 
up a series of barriers which are purely artificial in 
nature, being the result of the extraneous series of events 
that have established the separate railroad corporations 
Within thei present. territories. 

In the United States substantial progress has been made 
toward making interline rates on the same basis as single- 
line rates, both territorially and interterritorially. At 
the present time, interline rates made on any other basis 
are definitely exceptions to the general rule. They are 
still found, for example, in the arbitraries above normal 
rates which are allowed certain short lines or weak roads. 
On the other hand, no uniform method of making interline 
-ates has ever been adopted in Canada. In certain instances, 
concessions have been made by t: railroads, in others the 
Board has prescribed some measure of relief. No general 
policy of reducing interline rates to single-line rates 
has ever been laid down, however, and the Board has not 
drawn any broader conclusions from its decisions in 
specific cases in favor of reduced interline rates. 

In the following section we review mainly for historical 
and descriptive reasons the disposal of this problem with 
regard to the class rates in Canada. We note that in 1916 
there was an attempt to cancel first class interline rates 
which already existed within Eastern Canada and the Board 
in this case intervened and compelled their retention. 
Later,in 1919 the general traffic officer of the Board 
worked out a method by which interline rates in this territ- 


ory were to be compiled. These involved certain fixed 
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amounts to be added to the single-line rates. 

THE CHAIRMAN: Pardon me a moment. May I ask you this? 
In this case where it says "The Board intervened and 
compelled their retention", when the Board intervened 
was it on its own motion? 

A. Nopeb think,the material fact, there was a particular 
railroad)— I think.it was the Canadian None nemryua’ think 
they intervened or protested. There may wm have been 
sndivaduels as well sir. 

As I was saying, the plan for the establishment of 
interline rates in Eastern Canada was later abandoned by 
the Board, and at the present time, as we point out, 
such interline rates as now exist in the town tariffs 
in Eastern Canada are in general confined to two parts 
of the two systems which originally were local roads. 

Qn wWwhere,isy1t.vou.point, that.out? 

A. That follows, sir, from the bottom of page 4 and 
over- to, the.end..of, Section, A.on page 5. \.Some ofthese 
roads were at one time operated as separate lines and at 
interline ee WLEnNDOTH. the tercer carriers. 

COMMISSIONER. INNIS: That is to say even though they 
were controlled by the larger carriers? 

Aud) Pothd nkecvenviny the) vertods of, control, aithough 7 
cannot say as a certainty whether the interline rates grew 
up in the period of independence or subsequently. It may 


be doubtful whether some of these were ever regional. 


At) 1 “p ome the Commission ad jourmmed 


to resume at 2.45 p.m. this day. 


(Page 13252 follows) 
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AFTERNOON SESSION 
Friday, December 9, 1949. 


H. J. DARLING, recalled. 
EXAMINATION BY MR. FRAWLEY, cont'd. 
LL TS SS SS SD De Seca 


THE CHAIRMAN: Very well, Mr. Frawley. 

MR. FRAWLEY: Mr. Derling, when we adjourned for 
lunch I think we were somewhere around or about page 4 of 
the brief. 

A. I think I had finished Section A on page 3 and 
We Were” just’ starting in’with Part’ B 

Q. Yes, "Class Rates in Western Canada and Between 
Bastern and Western Canada", in the light of the subject 
of interline rates. What have you to say about that? 

Sy “this is put into explain the fact that ‘there 
are now interline rates in class traffic between Fastern 
and Western Canada between all stations. That situation 
is not subject to the complaints of some of the other 
situations which we are raising here. That is put in 
merely to give as much as possible the general picture of 
the interline situation. 

Turning now to Pert III on page.6, we turn to 
commodity rates starting with Eastern Canada. It is 
pointed out here that prior to 1922 certain commodities 
already received interline rates at rates less than 
&@ combination of local hauls. But the Board took up the 
matter in this memorandum on interline rates, which is 
published in Votume Lei J O'R. @ Rs ac peace 37e, iandin 
that judgment a list of the various commodities which then 
were receiving interline rates, and those on which no such 
rates applied is given in regard to that particular point. 

They noted at that time that deductions from the 


combination rates were made only for agricultural limestone, 
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cordwood and slabs, fertilizers,grain and grain products, 
lumber and sugar beets. And the procedure of the Board 
in that case was to suggest to the railroads that this 

principle might be extended to joint hauls on 4 great 
many other commodities; and as a result of that suggestion 
the present method applying on commodity A Bests rates, 
commodity mileage combination rates, I should say, was 
put in by the carriers, whereby wherever commodity 
mileage rates are published in the tariffs, both railways 
have provision that in combination, a deduction of 1 cent, 
or a smaller amount of 1/2 cent is granted, so that there 
4s a maximum of 2 cents per hundred weight, which would 
be continued as a result of these provisions. 

This is still in effect in Western as well as in 
Eastern Canada. In Western Canada the situation is 
varied as a result of important commodities such as coal, 
lumber, and fertilizers, especially from Warfield, 
British Columbia, particularly, and live stock to 
Vancouver; interline rates the same as or only slightly 
higher than single line rates are in effect. 

The interline coal rates were prescribed by the 
Board as a result of the judgment of the Board in the 
Western Rates Case. I shall leave them until we come to 
the following section. 

But in the case of coal, whereas it was a judgment 
of the Board, lumber rates appear to have been reduced to 
a single line basis or approximating a single line basis 
as a step taken by the railroads themselves. 

The list of course, of commodities which did not 
have interline rates of the type we are considering is 
.large; and in the case of one, cement, this deduction of 
the 1 cent for the mileage scale is not applicable, since 


there is no mileage scale in the tariffs as such. 
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In the following sections the issue is the same 
in most cases. We are just showing the actual effect of 
interline rates on the rate structure in Western Canada. 
In the first place we deal with coal where, as I said 
before, the Board held in the western rates case: 

Ame that reduced interline rates were desirable 

in the case of coal and prescribed that on any two- 

line movement the through rate should not exceed 

20 cents per ton over and above the rate for 

@ corresponding distance on a single line movement." 
We listed the effect of this in one instance in our 
Appendix A to this submission, which is to be found at 
page 19. In some cases the map is none too clear, but in 
_ this map we listed the lines of railway, we illustrated 
them and those marked with cross-hatching, where the rates 
were reduced as & result of applying single line mileage 
in calculating the rates, the points of origin being in 
the lower left corner; in the Drumheller area, that is 
served by both railroads, and the effect has been to 
calculate the rates to the red lines which are Canadian 
Pacific, using the Canadian Netional lines directly north 
from Drumheller, and thereby greatly reducing the mileage 


used in calculating the rates. 


Q@. Dealing with the rates on coal originating at 
Drumheller, you say Drumheller is a competitive point? 

Ay “Yes. 

@. Both Canadian National and Canadian Pacific can 
haul coal out of Drumheller, and if the coal is given to 
the Canadian Pacific at Drumheller, I suppose that is done 
if it is not destined to a Canadian Netional point? 

A. In that case, if it was a competitive point, 
of course, the Canadian National would originate the 


shipment, presumably; but speaking of a Canadian Pacific 


ty: e ouied ie ‘ancitineea Mog 


19 ee 
oh e¢ytgounta afer od 40 oe 


Lig 


+ ‘ 7 
Site Zone ,stadw [aoe djiv itep ev 908 fq tatt? a 


einteow add ah bisd fer 08, and we 


aah 


‘aati eiav aatet aniftessi Heovhet DMAP wo. a: Toi 


a 
r P ra * a . J — al e “ ¥ 
aye ra ty v re i ; : { ty O ‘Ker > : 21 an if et « 4 a i q bi a fy “4 Tou an B 3 f 


wt \ j j 
P dstemavos enif slants & fw semesal® SAL Omegeatso0 & ; 
its 7 be 

rs 


i aro ti eonetent ano ml aint ta PoeTie ont bedety 


RERNOIA | 


OL 94x 


esint 


gi ted 


& f. IeA3 t 


ase 
‘ 
am 
a 
i, 
— 
ye 
i 
it 


Of eed #80 2497 Mt SnA .sheetigss 


7 ay af 
fe hae - 


an o¢é setteivotsao at beer : 


He . f “ . ~~ } v7 f 
ee ari a £% a Pry : : : r $ 5 hw 7% 2 ies nae e¥ 
ee og Sere oe ee ee a Pf ered ep me st mir aren I PT eanlternede i 
F Mb Be aS ‘ ? yo ts 3 \ ref * : ‘a2 i & are es y f3 ae 4 i, <sa ~ io: nies tC A 
‘ 

os 4 A 

so s¥ o = 

an t i ¢ i eye! Pes fanart att “ey * yar? wt Of e 

Ne hk i , TRY 3 Se Be oc) ') ae | i “ees Mur Wo _- m 


gevta 2! [aod sad Tf baa vat Lortmarctt toe tue Iseo Lwad 
eft tee? seoggqua’ tL ,.teliefaund $e eFbtost qatbensl siz 
ese boy fenorsan nethsaqa) & oF boibtees For at +3 St 
| , tog avigivseqnon a enw ti tt cnane dada “it 7 
i oe ovmnt gina: Lae tenors eit pinnae: eng 9109 10 


- > a ae ite 2 : ie 
$i {yldemuacny (smeing, 


. ia Pied \ 


“aPhtoat methane? a Lae seth NEB 


a " a); Pe 
7 os 


HH 


= 13255 = Mr. Darling 


point, then the provision of interline rates and mileage 
would have to be calculated either around Celgary or 
Moose Jaw to get into the northern parts of Saskatchewan. 

THE CHAIRMAN: Do I understand that at competitive 
railway points original shipments would be made by the 
Canadian Netional? 

MR. FRAWLEY: If the destination is Canadian 
National; that is what the witness said. 

MR. FRAWLEY: Q. That is what you would 
ordinarily expect? 

etna os whet Ichad in mind: 

THE CHAIRMAN: Q. You would expect to go on 
through from the beginning to the end on the Canadian 
National? 

ALRiveay? thaysisiriegnio. 

@. There is no interline question there at all? 

A. Except that if the rate were calculated over 
the shortest mileage -- the rate might be calculated 
over a shorter mileage, and the rate be reduced on that 
account, if the Canadian National route were circuitous. 

Q@. You might have the same through rate as the 
Canadian Pacific? 

A. Yes. That would apply now if they were both 
competitive points. 

MR. FRAWLEY: When you come to cement, cement 
4s a case where there is no interline rate arrangement. 
Te that: so? 

Ae. (ee 

@. I thought before we left coal, you might just 
indicate by way of illustration how the existence of 
snterline rates operates as to coal, so that the dis- 
tinetion will be clear when you come to deal with cement, 


if that suggestion appeals to you. Would you illustrate 
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the manner in which the use of interline rates operates 
in connection with the shipment of coal out of Drumheller? 

A. As I mentioned before, the provisions in the 
Western Rates Case were to make combination rates no 
higher than, I think, 20 cents a ton over the single line 
movement for the same distance, and that, of course, 
removes the heavy increment which is found in the 
combination rate; so that a point, in the case of coal, 
located in Northern Saskatchewan on the Canadian Pecific, 
while it might be hauled for the entire distance by 
the Canadian Pacific, would have its rate determined by 
the shortest route, which would be the Canadian National. 

Q@. I see. Now, passing to lumber. 

A. I would touch very briefly on lumber. In 1940 
the interline rates of lumber were put in, There 
had been, I believe, some prior to that -- I am not just 
too sure of that on that one point; but they were put in 
at slightly higher rates than for comparable single line 
hauls. These were put in by the railways. And in our 
Appendix B we have three, one map and two charts, showing 
the effect on the rates to interline points. It resulted 
from the introduction of through interline rates based 
on through mileage. 

The first map, which is on page 20, shows the 
effect of the reduction due to interline rates not 
exclusively in this case, as there was some revision in 
the single line scale to, let us say, point Athabasca in 
Northern Alberta. I show in green the Cenadian National, 
while the points on the Canadian Pacific are shown in red, 
and the difference is there. The extent of the reductions 
can be illustrated by comparing them to Canadian National 
points and then to Canadian Pacific points, I presume. 


But Canadian National points reduction is largely because 
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of changes in the single line scale. 

Q. Lumber moving out of Athabaska, an exclusive 
Canadian National point, to Lethbridge, an exclusive 
Canadian Pacific point--what would be the effect of the 
arrangements there? 

A. The combined effect was a reduction of 8 cents 
in the rate; and at pages 21 and 22 we show the effect 
Of shipping points in the first, place from points din 
Western Alberta on the Canadian Pacific to various points 
on the Canadian National line between Winnipeg and 
Edmonton, the lower line showing rates as a result of 


using the interline rates adopted in 1940, while the 


reverse is shown from Canadian National points in Northern 
Alberta to points along the Canadian Pacific line from 
Calgary to Winnipeg, which also shows a reduction in 
rates. 

Q Wildl you now turn. ‘to. page 22? 

A. That would be on page 22. 

Q Yes. 

A. The next commodity which we use to illustrate 
interline rates or lack of such is cement, from Exshaw, 
Alberta, which is 57 miles west of Calgary on the Canadian 
Pacific main line. 

Q. And it has no Canadian National connection? 

A. That is right. I believe at Exshaw and Winnipeg 
at the present time are the only points where cement is 
produced in the Prairie Provinces. At one time there 
was & plant on the Canadian National in Northwestern 
Alberta, but it has since closed down. 

Turning now to Appendix C on page 23, we have 
attempted to put in the rates on cement from Exshaw to 


various points in the Province of Alberta, the red line 
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being Canadian Pacific railway on which the shipment 

originated, and the green line being the Cenadian 

National. If we compare lines in the same vicinity or 

running parallel with one another, it will be noted that 

the difference in rate produced is as much as 10 cents. 
THE CHAIRMAN: How do the colours go? 

A. Red is Canadian Pacific, on which Exshaw is 
located. Green is Canadian National. And I should 
mention the blue at the top of the page, which is the 
Northern Alberta Railway, which tgs treated as part of 
either railway, depending on the case. They have through 
rates on both the other lines affected, and the interline 
rate is shown in comparing points in close proximity to 
each other, and in the northeastern part of the province, 
east of Edmonton, the difference amounts to as much as 
10 cents per hundred weight. 

MR. FRAWLEY: Q. Could you give me an example 
of that situation? 

A. Ct might bea Little difficult, to do.so withous 
the names. 

| Q. Oh yes, the names are not there. 

A. LT think if we look at two lines running east of 
Edmonton, the Canadian Pacific and the Canadian National 
to Lloydminster, to which the rate is 36 cents, the rate 
immediately west of that on the Canadian Pacific is 
respectively 34, 33 and 31; and on the Canadian National 
line, 43 and 41. 

Q@. That means that the rate from Exshaw to a point 
on the Canadian Pacific line just running into Lloydminster 
is 34 cents; and just below that you have a station which 


would seem to be roughly equiedistant from Exshaw, but 


+t is on the Canadian National line, and the rate is 43? 


s Me Take 


2 BP r * 3} & t mat 


f 


12 PERG 
AGS? Oa 
Oe fers iG 
SR A 


dt,ne 


Rewer ce My ae 


. P . . - - 
ee se - mee OR Shea OR & ey es a, 5 Bee, Ero: 5 L ka 
AS i %: x . Sy &, wy i fF Vv. : J a . <P, Oh oA . . wr ale” 3 ate, Oe is % oA, 


: ; 
2a oo cf * t ey eR uc wipe e *) ) 
7 x ¢ i 2 t oe ae = oe 


arp at} 72 oP pesca ea St 
ee ee . fig ee Biya hod 


oi 
eon wal Sue . mw FS & as x tg ey '¥ re Pye oe | 

vy AM, se Raat a ~o mie Let Oe ae ” 4 hae td 4 & wer Sees kt a 4 © © we OF 7 
7 

; + oe a ee | Th Af Cd eae “ES 4 ‘ ar ;. i 7 
rae i F 4 A tn See ‘ , PAR WE. © TF Y 2 aah ea tke 72 £ Ri ae mani t 7 : 
; b 
Ese? 4; at t0. b 22 } bys + = ~ FB > "| Ae ny he Fe +s St 4q 
" hat i : * " *% ie By ty ae ~ vs . ns 


a + : >: ok 22 2 ee he om og a - ve att te. f 
Rie & Of} yYANARe Mer) ada one a anset bedT 2 


Boek merheanead eth wo 
ras 7 
Sy sOiv eke & own yoy Heh wedded tage Bee gecsed $6 et 


‘ - ~ TT: La. 8 he Oras Rv . +. w 4 
Peep i, gS Ree Sol: SREP Urey 2 Present: on, 0% ! 


el som ockt tre yopyht orc bha m 


HH 


- 13259 - Mr. Darling 


AC ORS cues) Pent. 

Q. That is the kind of thing you are seeking to 
illustrate, which is being caused by the absence of 
interline arrangements as they exist with regard to 
lumber and coal? 

Ay DheatyEs yraeht. 

THE CHAIRMAN: Q. What happens to the traffic 
in each case? 

A. In this case, how do you mean? 

Q. How does the coal travel? 

A. Or the cement? 

Qtentess 
A, There are rates published from Exshaw to all 
points in Alberta, and, I think, Saskatchewan, too. 

They are published by special arrangement with both 
railways, and certain interchanging points are provided 
for in the tariff. The rates, however, are made on the 
basis of the combination of rates from Exshaw to Calgary, 
and from Calgary to Besa a iar I believe in most cases, 
so that to Lloydminster the interchanging point might 
well be at Edmonton. I do not know for sure. It would 
have to be stated in the tariff of the Canadian Pacific 
who haul it to Edmonton, possibly, and then to Canadian 
National points; whereas at Lloydminster within Alberta 
the Canadian National will haul it from there to 
destination. But as to the disposition of the 

rate between the two railways, that is something I am 
not informed about. 

MR. FRAWLEY: @. What do you mean when you say: 

nAgs to the disposition of the rate between the two 
railways?” What is that called? Is ‘it called the make- 
up? | 
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THE CHAIRMAN: Q. What is that? 

A. The division of the joint revenue between 
the two carriers. That is not a problem which affects 
the rates as such, but it has been treated as a carrier 
problem. 

MR. FRAWLEY: ‘QQ.’ Looking at ‘the map again, if 
@ carload of cement leaves Exshaw and goes to Vermilion 
on the Canadian National? 

A.You might say, "Jasper", that is perhaps a point 
easier to locate. 

Q@. All right. Take Jasper, Alberta, on the 
Canadian National. Would that be turned over to the 
Canadian National at the first junction with that 
railway after it left Exshaw, or at the last junction 
to the Canadian Pacific? 

A, I am unable to say, in this particular case, 
because the tariff would provide the actual inter- 
changing point which, I think, is Edmonton. Buti 
there was no joint through tariff, it would obviously 
be interchanged at a point which would produce a lower 
rate, and that would be, I think, Calgary, because it 
is a very short haul from Ex shaw to Calgary. 

Q. I take it this is necessary for the information 
of the Commission. The distance to Jasper would be, 
let us say, 300 miles, perhaps 4 little more actually, 
by rail; and if the rate was, let us say, $1, would 
you find the rate to be more or less if it.were leaving 
Fxshaw on the Canadian National, not the Canadian 
Pacific, and going to a point 300 miles or 4 little 
more from Exshaw, let us say, a point perhaps on the 
Northern Alberta Railway, would you find the rate less 
or more than the rate to Jasper? 


A. It would be less because of the single -- 
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because of the single line combination rate. 

Q. The movement from Exshaw to a point on the 
Northern Alberta Railway is considered as being wholly 
a Canadian Pacific haul? 

A. Yes, for rate-making purposes. 

Q. Although it is interchanged with the Northern 
Alberta Railway at Edmonton? 

A. There are single line rates between the 
Canadian Pacific and the Northern Alberta railways. 

Q. And after leaving Exshaw, which was the same 
distance to Jasper on the Canadian National as it would 
be On the Canadian Pacific to Edmonton, it changed 
with the Canadian National at Edmonton, cand then on to 
Jasper via the Canadian Netional? 

A. It would be interchanged at some point along 
the line, but I do not know necessarily where. It 
would be a specified point. 

Q@. But the rate is more when the car is going 
Canadian National around, than Canadian Pacific around, 
even though the mileage travelled might be exactly the 
same? 

A. Due to the difference between the combination 
and single line rates. 

Q. But there is HHO interchange arrangement or 
combination of the two locals to operate? 

wo YWess eon the Teast part of this section ‘on 
page 10 I read two or three paragraphs which conclude 
with: 

"There are two interests affected here -- that 
of the consumer located on the line of the 
terminating carrier and that of the industry 
Merely 


There are coal mines located on the lines of both 
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railways as well as lumber shipping points. 

"On low valued commodities the effect of 
combination rates can be extremely burdensome. 

In many areas served exclusively by the Canadian 

National in Alberta there is often no alternative 

to the payment of combination rates on cement. 

The second interest involved is that of the 
industry and the community dependent on it. For 
example, building materials from the Medicine Hat 
area must compete with products manufactured at 
points served by both railways which have the 
advantages of single line rates throughout 
Western Canada. This is a disadvantage which is 
not geographical but which lies solely in the 
rate structure." | 
Q. Medicine Het is an exclusively Canadian Pacific 

point? 

Ainoglheat ths phenats) (Thevwsttusa tion rinwwegard ‘to 
brick which is produced in large quantity in the 
Medicine Hat and Redcliff area is taken up in the next 
section, and we might now turn to Appendix D at pages 
24 and 25. Part 1 on page 24 attempts to show the 
difference in the market territories as determined solely 
by freight rates. There are, of course, other factors 
which are not, but with them we are not concerned. But 
if the difference in freight rates were the sole 
determining factor, not the combination of the market 
between Redcliff in Alberta and Winnipeg, where brick 
is also produced -- Canadian National stations are shown 
with green lines; the division is shown by light blue 
lines; it starts south of Moose Jaw and winds up over 
into Northeastern Alberta, that is to say, to Canadian 


National stations east of that line, the rate from 
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Winnipeg on brick is lower than the rate from Redcliff, 
although a good deal of that area is much closer to 
Redcliff than Winnipeg. 

Q. “it tsthe* broken lines? 

A. The broken blue or purple line, I guess that is. 

MR. EVANS: Q. Which broken blue line? 

A. It is the comparable line I am speaking of 
now; it crosses the Alberta-Seskatchewan border. It 
starts in Southwestern Saskatchewan and runs up across 
the border, about midway up, and it is broken crossing 
the Canadian Pacific line, because it only applies to 
Canadian National stations. 

GlG iInfind varrirvcurcy.s 1 -am sorry.” i find there 
is a broken line running across the bottom of the page. 
AipPOny;ethat is the 49th parallel. It is only 

broken where it crosses the Canadian Pacific line. 

@trvupsuthatthe line) ‘see in tne lower left, 
beginning on the boundary and going northwesterly to 
Calgary? 

A. That is the provincial boundary. That was a 
little misleading. There is @ similar type of line not 
in purple but in blue, which shows the present dividing 
line as between Canadian Pacific stations and, as both 
Redcliff and Winnipeg are served by the Cenadian Pacific, 
this line approximately divides the area between them 
in equal parts. This is a broken line running close to 


the line I just mentioned, and it is the division of 


the areas where the Canadian National rates made on 4 
single line basis, or where the rates to the Canadian 
National ipoints made on a single line basis, which 
would approximate the present division produced by rates 


to the Canadian Pacific points. 
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In part 2 of the appendix we meade a compilation 


of the carload shipment. 


MR. FRAWLEY: 


Q. Going back now to page 11 and 


dealing with Appendix D, part 1, there is a sentence 


which reads: 


"Owing to the lack of through mileage rates from 


Redcliff to Canadian National stations, the Winnipeg 


territory, i.e. 
Winnipeg are 10 


covers most of 


, the area to which rates from 
wer on Canadian Netional lines, 


Saskatchewan and extends into 


Alberta. If the rates were based on through mileage 


the aividing 12 
lie in Central 
approximately e 
Winnipeg." 


At the conclusion of 


ne between the two territories would 
Saskatchewan, passing through points 


qui-edistant from Redcliff and 


your examination of the freight 


rate structure in that area, do you think that area is 


more circumscribed t 


han the area for the Winnipeg products? 


A. In this particular case, with respect to products 


moving out of Redcli 
stations, there is 4 
products moving out 


going to Receliii 2s 


ff and going to Canadian National 
more circumscribed market than for 
of Canadian National stations and 


far as freight rates are concerned. 


MR. SINCLAIR: Q. I am instructed there are 


plants manufacturing brick on lines of the Canadian 


National in Saskatchewan. That would make the map some-= 


what different. Thi 


s is not straight theory. 


A. Possibly on page 25 you will see the number 


of carload shipments 


from Redcliff, to stations in the 


Prairie Provinces; and the method used here was to 


place in the number 


of cars in the opposite coloured 


ink to the railway concerned. That is to say, from 


Redcliff to Canadian Pacific or competitive points, we 
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have entered the car in blue ink, so that you will 

note there were 52 cars shipped in 1947. ‘To Canadian 
National stations exclusively we have put the number of 
cars in in red ink opposite the station, and it may be 
noted that in Northern Alberta and Northern Saskatchewan 
there is in effect quite a number of Canadian National 
stations to which brick moved from Redcliff in this 
particular year. The total movement was 1,190 cars, 
which includes a few cars to British Columbia and 
Ontario of which 187 were destined to local Canadian 
National stations. That may answer the question as to 
the volume of traffic moving on these rates. 

Q@. I am still not clear. Does that mean there 
were, into Manitoba, 23, 11, 43 and 4, that there were 
that many cars which came all the way from Redcliff to 
Winnipeg? 

A. That is right. From Redcliff to Winnipeg there 
were 23 cars, as shown, and to Brandon, 7 cars; and in 
Saskatchewan to Regina, 52; Moose Jaw, 16; Swift 


Current, 10; Saskatoon, 56, and so forth. 


(Page 13272 follows) 
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Oe Yes, 

A. This will indicate in this case an ides of 
the volume of traffic in this particular commodity moving 
from the Medicine Hat area, and which would pay combination 
rates. 

Commenting very briefly on Part 5, which concerns 
rates on seed from Coronation, Alberta, it is illustrated 
in our map of page 26, which is in Appendix E. 

We have shown a station Coronation here, and have 
entered in the actual rates paid on certain shipments 
from the period March 24 - April 15, 1949, The "mM" 
in the case of some shipments indicates that the minimum 
rate was paid. Those are all less than car-load shipments. 
It is possible then to compere the difference in the rates 
to Canadian Pacific stations, which are shown in blue ink, 
and those to exclusively Canadian National points, which 
are shown in red. Another factor in the situation of 
interline rates is the situation in non-competitive 
areas. 

MR. O'DONNELL: Did you say the Canadian National 
Lira = stows 

A, The Canadian National lines are in green, but 
the Canadian National rates are in red. 

MR. EVANS: Q. Does that mean that the rates are 
too low, that it is in the red? 

ne oO, am qireig) thau interence ‘cannoy be 
drawn in this case. 

in*Part. © we are ‘concerned "with “a “situation rin 
non-competitive areas in Canada, and we illustrate this 
by an example provided by the lines of the Canadian Pacfiic 


railway between Calgary and Moose Jaw and extending north to 
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Lacombe. On page 24 there is 3 map showing the lines, 
Between Calgary and Moose Jaw and Lacombe which is just 
north of Red Deer, there is an area that is not crossed 
by any line of the C.P.R., so that from points south 

of the area, which are in the main exclusively C.P.R, 
points, to points north of the area, the rates must be 
calculated on a circuitous mileage. We have one or two 
examples of the difference in mileage shown in Appendix 
P Which 1s on nace 27, 

From Lloydminster to Medicine Hat, for example, 
the present mileage is 539 miles. If the rate were to be 
calculated on the short-line distance it would be 456 miles. 

MR. PRAWLEY: °Q. You ‘say that the present mileage 
is 539 miles; that is, going a certain distance on the 
C.P.R. and a certain distance on the C.N.R.? 

A. No, these are both between C.P.R. points. 

Q. A shipment originating on C.P.R. in Lloydminster 
and moving to Medicine Hat would travel 539 miles, keeping 
to. C.P.R, lines throuchous? 

Byles. 

Q. But if the movement originated on the C.P.R. at 
Lioydminster but was turned over to the C.N.R. so as to 
make the shortest miles, it would be 456? 

A. Well, the rate-making route was made by the 
shortest available route. 

COMMISSIONER INNIS: ‘Jould the rates be the same? 

A. You mean, under the present circumstances? 

COMMISSIONER INNIS: Well, as a result of competition 
between the three points ? 

A. No, they would not, because Medicine Hat is 


exclusively a C.P.R. point, and any movement of traffic 
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partly by C.N.R. would pay combination rates, 

MR. FRAWLEY: Very well? 

A. In Appendix G we are still dealing with the sam 
area, routes across this territory north from Calgary and 
Moose Jaw, and are noting rates from Lethbridge, which 
JSexclusively ra GoP.cRopoines to tceertain4 exclusively 
C.N.R. points north of this area, It is showing a slightly 
different point from the previous one in that we are com- 
paring the present mileage and the rate that would apply 
using the short-line mileage, and the rate calculated on 
That mibesge. as pitas notia 0. N.Rw station, it) does not 
involve any change in the route that is followed in either 
case. The traffic is able to move directly north through 
Drumheller and other points, but there is a considerable 
difference in the rate due to the short line mileage. 

From Lethbridge to for example, Wainwright, sat the 
present time, if the shortest rate or the lowest rate is 
obtained by et eee at Calgary, it produces 
a rate of $1.12 on standard fifth class mileage rate, and 
using the shorteline mileage by passing through Cemrose, 
a vate of 87¢ is derived. 

Q. And that difference between $1.12 and 87¢ is due 
to the fact that there is no exchange of traffic to get to 
the destination via the shortest possible milesge using the 
both railways? 

A. There could be exchange of traffic but only by 
using a combination rate. 

On page 14, in the last paragraph, we draw a com- 
parison between that situation and that which applies on the 
Norther Alberta Railways. 

I will read the final paragraph on that page; 


vAnvexample: of a cosatiefactory solution, to the 
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problem of inter-line rates is provided by the rates 
between stations on the Northern Alberta Railways 
and stations on either of Me er oaeroneercet 
systems. These are without exception based on 
through mileage so that paradoxically the situation 
regarding interline rates is more favorable on the 
Northern Alberta than it is on either of the parent 
roads,” 

That is, with regard to non-competitive stations on the 

respective lines. 

"Northern Alberta points have through rates to all 
other points in Canada, while local stations on the 
Canadian National and Canadian Pacific have through 
rates in all respects only to other points on the 
same railway. If it is practicable to maintain 
through rates to and from Northern Alberta points, it 
would seem discriminatory to pursue a different 
policy that produces much higher rates between many 
Canadian Pacific and Canadian National points. The 
two major railways as joint owners of the Northern 
Alberta Railways would be in a scarcely different 
position if they permitted through rates between 
points on their respective lines than they now are 
on through rates with the Northern Alberta Railways. 
In the lumber and coal interline rates and the 
rates to and from N.A.R. points, we find already in 
effect the features which should be common to all 
class and commodity mileage rates in Western Canada," 
We talk very briefly about the question of Inter- 

change Points, and point out that in Alberta, at any rate, 
there are very few logical points of interchange that 


are not now designated as interchange points, although there 
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are a number of common points in Saskatchewan and Manitoba, 
or a greater number of such points in Saskatchewan and 
Manitoba. 

Q. I suppose that the initiating carrier feels that 
he should be entitled to take it as far as his line rail- 
way will permit him to take it? 

A. This has generally been accepted, but not with- 
out qualification. 

Q@. Well, take Canmore which is a C,P.R. point, the 
nearest C.N.R. point would be Calgary, but the C.P.R. 
would not wish to surrender all of its traffic destined 
to the C.N.R. point at Calgary, I take it? 

A. Not in the normal course of events, no, 

Q. If it was going up on the St. Paul de Metis 
dane, of the C.N.R.. the C. PR. would. like to carry it aa 
far as they could on their own line? 

A. Yes, I would expect so. 

Q. Does that situation obtain throughout Canada 
in all cases where the originating carrier hauls the 
traffic as far as he can on his own line before turning 
it over to the other carrier to be carried to destination 
on the line of the other carrier? 

A. No, I would say there are frequent exceptions 
to that, particularly between eastern and Western Canada, 
One may ship from eastern Canada to western Canada or 
vioe versa and interchange at Fort William without any 
extra charge, as I understand it, although there may be 
an interswitching charge, but no change in the line-haul 
Pave, 

Q. If a shipment originated at an exclusively Canadian 
National point, say, Amherst, Nova Scotia, and was destined 
to an exclusively Canadian Pacific point, say, Cochrane 


Alberta, would it be carried by the Canadian National to 
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Calgary and then turned over to the Canadian Pacific 
to be hauled the remaining twenty or twenty-five miles 
to Cochrane? 

A. Well, that would depend on what routes were 
available for that. It would have to be limited to the 
routes that are published in the Routing Guide. 

Q. Is that part of the tariff that prescribes 
the rates for that haul? 

se Nou It .eives the avallable routes, It 
might be possible to ship it via the Canadian National 
to Ste Rosalie Junction, which is south-east of Montreal, 
and turn it over there’ to the Canadian Pacific to ship 
it the balance of the distance, 

Q. sSupposing the shipper had given no particular 
route instructions, and simply a direction to take the 
car to Cochrane, Alberta, and he delivers it to the 
Canadian National at Amherst? 

A. Well, that is rather a technical problem. I 
do not know just what would occur in that case, I believe 
that if the shipper wished to use that route, that he 
would have to specify it, otherwise the originating rail- 
way.covld feel.that.it could.carry 10 on its, own line 
as fer as possible. 

Q. And without any specific instructions to the 
contrary, and observing a rule that the originating carrier 
is entitled to the farthest haul on his own line, then 
they would take it as far as - 

A. Well, they would be short-hauled st Ste. 
Rosalie. 

Q. Well, the first place they touch is probably 
at st... John? 

A. Well, I do not know whether that is an inter- 
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change point. 
Qe) AR pighne? 
A. And Section 7s - 
MR. SINCLAIR: We should clear that up. ‘That is 
one of the matters we had before the Commission, and since 
the Maritime Freight Rates Act, it was not opened, and so 
the interchange point was Ste. Rosalie rather than St. John. 
MR. O'DONNELL: Well, it could be taken a lot farther 
west than Ste. Rosalie. 
MR. FRAWLEY: Well, I understand thet there is such 
a thing as as the initiating carrier being entitled to 
the maximum houl. The maximum haul from Amherst to Alberta 
ss tae 
MR. SINCLAIR: There is no route available. 
The first interchange point that can be made out of 
Amherst on the Canadian Pacific is Ste. Rosalie. 
THE CHAIRMAN: Is that in the Province of Quebec? 
MR SINCLAIR: Yes. . OF course, as 1t points out, 
it could be interchanged at any other number of inter- 
change points further west, right up to Calgary, but 
even if a shipper wished to route it, the first place 


he could route C.N.-C.P. would be C.N. Amherst to 


Ste. Rosalie, and C.P. Ste. Rosalie to destination, since 


the former interchange point at St. John, since the 
passing of the Maritime Freight Rates Act, is no longer 
available. 

MR. FRAWLEY: I do not know that we should spend 
too much time on it. 

Would you mind informing the Commission, that if 
e shipper wanted the car to be hauled by the Canadian 
National for some reason, as far as they could haul it, 


could he bring that about by a simple direction in the 
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shippine “directions? 

MR, SINCLAIR: Yes. 

THE CHAIRMAN: What would be in the best 
interests of such a shipper from Amherst today as 
things are now? 

MR. FRAWLEY: As things sre now, what would be 
in his best interests? 

THE CHAIRMAN: If he could direct where the 
transfer was to be made, and so on, what ought he to do 
to save himself money? What can he do? 

A: Well, the rate in this case would be the 
same. It is just a case of how much business would be 
given to either railway. 

QO: hiSdims far"hs the shipper vs concerned, 10 
is indifferent to him is it? 

A: Depending on the service or on other 
considerations than the rate, 

Qe» As far as the rate is concerned? 

At Yes’, un this particular case’, 

THE CHAIRMAN: What sre you seeking to have 
remedied here, Mr. Frawley? 

MR. FRAWLEY: I am only seeking to have remedied 
the interline situation in Western Canada. I thought it 
might help the Commission if we knew what this business 
of interchanging is, what 1s involved -in it. I mean, 
frankly, it is just a little confusing, as to how much 
is left for the railways to bargain about, and how much 
is prescribed by the Board, say, or how much is left 
to the shipper to direct. It seems to be somewhat 
confusing, but, in any event, our position is relatively 
simple, sir. We call attention to the fact that as to 
some commodities produced in Alberta, originating in 


Alberts, there are interline errangements, As to some 
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others, there are no interline arrangements, and we 
call the attention of the Commission to this anomaly 
in the freight rate structure. 

THE CHLIRMAN: When you say "interline arrangement", 
do you mean arrangement affecting the rates paid? 

MR. FRAWLEY: Yes, perhaps that is my own 
expression, 

MR. SINCLAIR: I think, Mr. Chairman, that just 
to clear this matter up it might be useful at this stage 
to say that the Board on application could order, if 
the situation warranted, an interchange point to be 
established, and an interline rate, indeed, to be put in, 
and some of the cases we put on the record during the 
hearings at Regina by Mr. Evans, when one of the Saskatch- 


ewan briefs was being presented to the Commission. 


(Pege 13284 follows) 
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MR DARLING: Q. Now, Mr. Darling, will you 
continue with the brief? 

A. Turning to part E, dealing with interline rates 
in the United States, I will read parts of this section. 
I am now at the bottom of page 15, sin: 

The principle of basing class and commodity mile- 
age rates on the shortest available routes over which car- 
load traffic can be interchanged has been an accepted feature 
of the American rate structure for many years. In each of 
the major class rate investigations, covering each rate 
territory, and in the country-wide Class Rate Investigation 
undertaken in 1939, the findings of the Interstate Commerce 
Commission have invariably included the requirement that 
mileage rates be calculated over the shortest available 
rouves: This, it might be pointed out, does not in itself 
require any railway to short-haul itself but merely 


specifies the route which shall establish the lowest rate. 


There is a provision in the Interstate Commerce 
Act which is for the purpose of protecting the originating 
carrier in this respect. 
THE CHAIRMAN: Q. You says: 
" . . . the findings of the Interstate Commerce Commis- 
sion have invariably included the requirement that 
mileage rates be calculated over the shortest available 
routes." 
Wee REG 4 (81.04 
Q. That is, there may be two or three routes available? 
A. Nee, Sirs. ands the. shortesc. once.» 
Os “That eovernsy 
"This, it might be pointed out, does not in itself 
require any railway to short-haul itself ....." 
A. That means, sir, that they would be obliged to 


turn over the traffic at a closer point to the origin than 
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they could possibly carry it. That is to say, it whey 
were carrying the traffic, the Canadian Pacific were 
carrying something from Winnipeg to Jasper, just as an 
example, they would be according to this principle short- 
hauled unless they could carry it as far as they could, 
which is Edmonton. If they had to turn it over--~ 

Q. This requirement that the mileage rates be 
calculated over the shortest available routes is subject 
to the other condition, that the railway however can carry 
it as long as it likes on its own line; is that it? 

A. Well, there are two different things. One is 
the rate-making route, which is not necessarily the route 
over which the traffic must be carried. That is made 
clear at the middle of the page, sir, where we give an 
example of one of these findings. T might just note there=- 

Q. Then you go on to say that no trarfic nesdemove 

over this route unles shippers actually specify this 
Pouce. 

A. That is to say that if a railway has a complete 
line between the two points it is entitled to handle the 
entire shipment, but all traffic does not have to move 
over the route which decides what the rate shall be. 

Q@. I see; the rate may be decided by--- 

A. Other factors than the actual movement of the 
traffic. I think that would be one way ef purring sacs 

COMMISSIONER ANGUS: Q. Does the division ofthe 
rate between the two railways depend on the route by which 
the tratrfic actually moves: 

A. Iam not able to say authoritatively. I think it 
does, sir, subject to other things such as a certain pro- 
portion going to the originating carrier. 

THE CHAIRMAN: Q. Such as what? 


A. A certain portion of the rate I believe goes to 
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the originating carrier in all cases, but I cannot speak 
authoritatively on that. : 

Q. I thought the divisions between the two carriers 
were unknown? 

An Tae Geies PLlEnG, »Siry 

Q. You are only supposing that; is that 1t? 

A. That is so. I believe that is what is done. 

MR FRAWLEY: @. Nobody knows what the division 
is between the two carriers in these cases? 

A. No; that is not a matter that we are discussing 
here: 

Q. But the importance of it to the shipper or the 
receiver of the freight is that when you have a prescrip- 
tion such as you say the Interstate Commerce Commission 
has, that mileage rates be calculated over the shortest 
available route, then the shipper gets that advantage in 
the rate that he pays, regardless of what happens physical- 
lyetaathencarhothat 2s “the /point? 

Aw Yes | 

Q. In other words, a shipment moving from Winnipeg 
to Jasper, and handed to the Canadian Pacific at Winnipeg 
for movement to Jasper, the Canadian Pacific is not re- 

quired to turn that over actually to the Canadian 
National at say Saskatoon or the nearest place where the 
two lines meet, or say Portage La Prairie, for instance? 
wr iNos IcdelmiottLike to take exception to our ex- 
ample. There would have to be a rate open. We had better 
take a point which is an exclusively Canadian PacLiic 
point in Manitoba to Jasper. 

Q. Well, say Carman? 

A. Carman to Jasper; they would, I think, under the 
present--- 


@,. Garberry, I meant to gay. Is Carberry joint? 
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MR SINCLAIR: Take Boissevain. 

MR PRAWLEY: Q. Take Boissevain. 

A. What was your question? 

Qiafrom Borssevain fo Jasper, irom the exclusive 
Canadian Pacific point in Manitoba to Jasper, an exclusive 
Canadian National? 

Manne libada Delleve the shipper can specify, in 4 
case like that, whichever route he wanted, provided he 
was willing to pay the rate calculated over that route. 

THE CHAIRMAN: Q@. Which might be a higher rate, 
do you mean, than the lowest? 

A. Yes, if he particularly wanted the car--- 

THE CHAIRMAN: Coming back from the United 
States to Jasper; I think we had better not do that. 

MR FRAWLEY: Q. Make that quite clear, now. If 
the United States rule applied--- 

THE CHAIRMAN: Q. If I understand the rule you 
are talking about, in the United States it specifies the 
route which shall establish the rate? 

A. Yes, sir; in general that has been adopted. 

Q. Now, the shipment only pays that rate, but the 
traffic itself need not necessarily move on that route 

‘unless the shipper wants it to? 

A. No. I think the number of routes that are avail- 
able to move that is something which is left largely to 
the carriers to decide. 

Q. Unless the shipper speciftes? 

A. Yeesss butiidtvhe namesi ca; route which is not men- 
tioned, he must pay the rate, local rate, applying over 
that route. He must confine himself to the authorized 
routes. 

Q. To get the lowest rate? 
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MR FRAWLEY: @. The importance of it is that 
you say what you call the 1.C.C. requirement does not 
apply to those commodities in western Canada where inter- 
line rates have not been established? 

Re. "YES, (unev Ls—=—— 

THE CHAIRMAN: That means we have no such rule 
in Canada, then 

MR PRAWLEY: Q. Put it that way, no such rule ga 
Canada? 

fe. he L pointed, out, ean. in certain commodities 
the rates are approximately made on that basic.) 12 mena 
tioned the case of fertilizer from Warfield, British 
Columbia, to prairie points. 

Q. Yes, but the Chairman asked, did we have a rule 
of the Transport Board similar--- 

THE CHAIRMAN:Q.The rates may happen to turn out 
that Paha many cases, or, as you Say, to approximately 
that, but have we any rule which says it must be done, 
as they have in the United States? 

A. No general rule, sir, no. 

MR FRAWLEY: Q. Very well? 

he Ike page 16 we vcone-—= 

THE CHAIRMAN: Q. Do you say there ought to be 
such a rule? 

A. That is our recommendation, yes, oir. 

MR FRAWLEY: Yes, sir. We come to our recommend- 
ations on the very next page, cha ge 

THE WITNESS: We list five of the principal 
general rate investigations that the Interstate Commerce 
Commission has undertaken in recent years, and in each 
case this finding has appeared, and we give the wording of 
4¢% in finding 4 of Fastern Class Rates. The others are 
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"We find that..in computing distances ,for ithe 
application of the distance scales prescribed in this 
proceeding the shortest routes should be used over 
which carload traffic can be moved without transfer 
Chaetadine sa 

Then this further point, sir, which was raised: 

WMpie finding 1s not.to be. interpreted as. requir- 
ing the actual use of the route over which the rate- 
making distance is computed." 

MR FRAWLEY: Very well, then. 

THE WITNESS: The problem of whether to allow 
interline differentials over and above the rates for single 
line hauls in the making of interline rates was encountered 
in the Southern Class Rate Investigation, (100 I.c.C. 513) 
which was completed in 1925. In this case the railroads 
proposed certain differentials for interline movements on 
the grounds that the costs of interline movements were 
greater than for single-line movements. However, in its 
decision the Commission pointed out several reasons why 
this contention should be rejected. At page 627 the Com- 
mission said: 

"Joint-line differentials or arbitraries rest on 

the theory that a joint-line haul costs more than a 
single-line haul. But no attempt has been made to 
measure or even to estimate this extra cost, and the 
differentials proposed are the product of unguided 
judgment. Nor is extra cost in physical handling 
always sincumred.s lf. for instance, ail, Lines .in 
southern territory were consolidated under a single 
ownership, it does not follow that the method of 
operation over what are not joint-line routes would 
in all cases, or even in most cases, be changed 


materially. While joint-line hauls ordinarily involve 
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switching operations at the junction point and some- 

times the transfer from car to car of less-than- 

carload freight, similar operations are common in the 
ease of single-line hauls." 
The Commission's ultimate finding was: 

"That no sufficient reason has been shown for joint 

line differentials or arbitraries, but that the 

absence of such differentials is a factor which should 
be given some weight in determining the level of the 
distance scale." 

It is submitted that where the general establish- 
ment of interline rates is in question no differentials 
should be assessed on two-line hauls. The absolute level 
df interline rates should be determined in the same manner 
as thevlevel of local) rates, viz: the’ general’ financial 
need of the railways. 

In that case any reduction in rates as a result 
of applying such principle would be recovered from The 
general adjustment at the conclusion of the other removal 
or making of other changes in the rate structure. 

Q. Now, Mr. Darling, I would like to take you just 
for a few minutes to two or three passages in the Canadian 
Pacific brief and ask for your comment before you go on 
with your recommendations. At page OL-invPart: PP or the 
Canadian Pacific brief the following passage occurs: 

"In general, interline rates have been established 

wherever there is necessity for them, and where a 

reasonable amountof traffic, moving with some degree 

of regularity, is involved. Such rates are usually 
related to the single-line rates, with appropriate 
addition to cover the extra costs inherent in the 
handling of interline traffic. Canadian Pacific has 


been, and always is, willing toresvuaplisn joint’ inter- 
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-13291- Mr. Darling 
line rates where necessary. " 
Have you anything to say about that? 

A. dust that there is a difference between joint- 
line rates and the interline rates which we are discussing 
in this (brLer. wh JOwnvet ne rate is theoretically any 
rate which two or more carriers give formal assent to 
associate themselves in the tariff -- I do not know just 
how to put that -- and it may be no more than the full 
combination of the local rates, but it nevertheless would 
be described as a joint through rate. In other words, 
that term has no reference in particular to what the 
actual level of the rave is. 

Q. On page 87 there is a short passage: 

"Ags a general rule, interline movements of any real 

volume are today subject to joint through rates, and 

the railways are always prepared to give consideration 
to the establishment of additional interline rates 

as the necessity for them arises." 

What have you to say about that? 

A. Well, as I said before, joint through rates does 
not necesserily mean that the rates are established on 
the basis which we have set forth here. In the case of 
cement from Exshaw there are joint through rates to all 
the Canadian National points, but their level is in effect 
the combination rates between those points. 

Q. You say that, although they may be what the 
Canadian Pacific call joint through rates, you do find 
that a shipment moving out of Exshaw to the Lloydminster 
area, |.) Will cost ten cents mone to deliver it to. 2 
Canadian National point in that area than to a Canadian 
Pacitric, point? 

AU Yeas that would peuthevcase. 


Q. Even though it moves to the Canadian National 
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Peoincron What the Canadian Pacific brief calis a) joint 
through rate? 

hiewves, (The vointithroughirate agocsi not: nefer.bo 
the way in which that rate is established or arrived at. 

@.) And what-yow have’ done: 1s, you, have. gone in 
behind the joint through rate and determined the way in 
which it has been made up? 

AS §YeSE 

Ondine thatetisuwhat youu have been discussing in 
younwbr Lely 

he Tene si sir vent. 

Q@. I sees Now, on page 89 there, is one more 
passage: 

"The suggestion for the establishment of joint 
through rates on the basis of the shortest route 
over which freight can be handled without transfer 
ot -adaine, i 

That is what you are asking, is it not? 
Rites. 
Q. Now, they say this about that: 


"| 6. accompanied as it is by other submissions for 


the establishment of interchange points at all points 


of intersection, can in essence only be an attempt to 


break down existing single line rates. This is so 


because, if the traffic were to move through the new 


junction points rather than by the single-line haul, 


many cases would exist where the originating, carrier 


would only get a short haul to the junction pointe ie 


What have you to say about that? 
A. Well, we do not presume to say how the traffic 
should be interchanged on the basis of the--- 
THE CHAIRMAN: What page is that? 
MR FRAWLEY: Page 89 of the C.P.R. brief we 3 
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Per mas 

THE WITNESS: We do not presume to say how the 
traffic should be interchanged between the two carriers 
in rates such as we are advocating here, and it may well 
be worked out to protect the local haul to the greatest 
extent possible, giving consideration to the rights of 
both parties in the case, that is, both carriers. 

MR FRAWLEY: Now you come to your recommendations, 
Mr. Darling, with respect’ to these Interline rates; would 
you just read that. into the record ? 

A. It is submitted that interline class and commodity 
rates in Canada should be established on the basis of 
through mileage via the shortest distance over which car- 
load traffic can be moved without transfer of lading. To 
assure the use of the most direct routes in calculating 
interline rates, interchange points should be established 
at all stratcgic points which the two systems have in 
common, In Alberta this would involve the addition of 
Alix, Vegreville and Lloydminster to the list of carload 
interchange points. Other interchange points may also be 
necessary in other provinces. 

The route used in calculating the rate is not 
necessarily the route over which the traffic must move. 

The establishment of a thorough-going system of 
interline rates will go far to remove many local disabili- 
ties in all parts of the country and place non-competitive 
points at a much less disadvantage relative to competitive 
Contes. “Lo Wil nave ‘the errect of providing non-competitive 
points with alternative routings at lower rates so that the 
advantages now possessed mainly by competitive points will 
also accrue in some degree to non-competitive points. 

As long as interterritorial traffic between Kast 


and West comprised the greater part of the traffic moving 
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in Prairie territory it might have been possible to 
maintain that the lack of interline rates involved no 
serious disadvantages. But with the growth of lalaae te 
industries, more specialized agricultural production, and 
the expanding local markets to absorb production, the 
situation in Western Canada today is fundamentally differ- 
ent from that when the rate structure was originally 
developed. Regardless of the stage of economic development 
reached, however, it is submitted that in its LACK! OF 
complete system of interline rates the present rate 
structure is obsolete. 

Q. Now will you turn to page 30, to the next section 
of your brief, which deals with a different matter, namely, 
the freight classification. Will you Just bristly) say 
what the point in this submission is? 

A. This is not to be classed, I suppose, as a 
grievance, but as merely a recommendation regarding the 
change in the form of the class rates. At the present 
time the relationship of classes is as shown in Tapilecd 
at the bottom of page 30, using first class as 100%. The 
rates are not all exclusively related percentagewise to 
the first class rate, but we have used the approximations 
in some cases where there are now irregularities. It is 
our submission that, in line with the other changes which 
we have proposed in the equalization and interline sec- 
tions of our submissions, the recasting of the class rate 
structure should come through the stating Of clade Laces 
as percentages of first class, thus providing a larger 
number of classes available, which would enable more 
traffic to move on class rates. 

I might point out that there was at least 
partial agreement on this point with the submission of 


the Canadian Pacific Railway, which has proposed that the 
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classes in the various territories be reduced to a common 
basis, and at page 71, Part II, of its submission it has 
recommended the following percentages, which I might just 
insert below Table 1 for comparison. 

The Canadian Pacific's proposals called for 
first class 100, of course, second class to be 85% of 
first class, third class to be 70%, fourth class to be 
55%, fifth class to be 45%, sixth class to be 40%, both 
seventh and eighth classes to be 35%, ninth class, which 
we have not shown, is also to be 40%, and tenth class 30%. 

We have given in the appendix to this particular 
Submission, which is at page 34, a comparison of the class 
rate systems in four United States territories and in two 
Canadian territories. Whether by coincidence or design, 
the proposed relationship of classes of the Canadian 
Pacific happens to coincide for those in the present 
southern classification in the United States, which is on 
the second column of that exhibit or that apnendix, with 
this exception, that the southern classification in the 
United States has four additional classes below 30%. 

In the Appendix H to which I am referring it 
will be noted that the revised classification for the 
United States is. to call first class 100 and other classés 
in percentage of it, and we have put there both the old 
classes with their former names, and there is an X shown 
beside the new classes which are to be provided. This re- 
Suita in a very much more extensive class System. Forex 
ample, the eastern classification, which now has 23 
classes, 100% or lower, of which 15 are below 50%; in the 
southern there are now 12 classes, of which 8 are below 
50% of first class, ignoring classes over 100%. 

The classification as proposed in the Canadian 
Pacific submission would provide 8 classes, of which 4 


would be below 50%. 
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Our submission is simply that the number of 
classes should be increased according to need by this 
percentage system. 

THE CHAIRMAN: Q. By what? 

A. By using this percentage relationship, denominating 
classes as percentages of first class. “If in) the ‘course: of 
equalizing the commodity mileage rates these are to be 
staved as percentages or first class rates, a point: also 
proposed by the Canadian Pacific, this would "be 4 logteayr 
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THE CHAIRMAN: What part of the Canadian Pacific brief 
are you referring to? 

MR. FRAWLEY: The Canadian Pacific deals with 
this, Bsiry ovemaiperiodsat pace 7h. 

THE CHAIRMAN: What volume? 

MRy PRawhyand Pert ,encivoutwobl) find particularls: 
they deal with it on page 71. Have you anything more 
you want to call the Commission's attention to? 

A. I think I might just read the recommendations 
which are found at the bottom of page 33. 

(L) The Canadian Freight Classification should 

be revised to provide classes on the percentage 
beste’ uading first class as Class 100. 

(2) A greater number of classes, particularly below 
Class 50, should be published to enable a 
greater degree of refinement in classification 
to be obtained in subsequent revisions of 
the classification. By this means the class 
rates could be made more responsive to 
changing conditions and kept in closer align- 
ment with rates that actually move the traffic. 

(3) The relationship between the present classes 

should follow the Prairie basis rather than 
the Ontario-Quebec basis. 

Q@. Now then, you have one more section of this 
brief which I think we can deal with rather briefly, the 
Carload Mixing Rule, of which the Commission has heard 
quite a lot: 

A. I think I will not repeat the background or 
argument here which has already been made before this 
Commission in these proceedings. I might merely point out 
cheatabthe arefarences fors iL” ibebicvo,) \vthe most recent 
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Board's Orders at page 177 in the Court of Revision of 
the Canadian Freight Classification. This decision was 
made on mone Dei Leo. 

MR. SINCLAIR: What page are you referring to? 

A. I am starting on page 36. 

Q. Where are you reading from? 

A. Iam just reading my notes as to the reference 
as to the last case. 

THE CHAIRMAN: Is that page referred to in the 
CyOLuE. Mere? 

A. No, I was just giving a record, sir. 

MR. FRAWLEY: I thought you might be good enough 
to make a note of that case? 

A. Re Proposed Canadian Freight Classification 
Nowy, 15 J ans GA. page Rs ae ge 

MR. O'DONNELL: Your lordship will remember we 
read extensively from that case in Winnipeg. 

THE WITNESS: I would just say we are associating 
ourselves with the dissenting judgment of Commissioner 
Oliver which is found at page O40 regarding the mixing 
rule and in which it said: 

"Tt would appear to me that the question 

properly at issue is not the wishes or interests 

of either the Western retailers or Western 
wholesalers but of the consuming public of 

the West" 

I might just list here the various statements 
that have been made to this Commission with regard to 
the mixing rule both pro and con. Those who spoke in 
favour of the removal of the distinction and the 
establishment of mixing privileges the same in Western 
Canada as now in Eastern Canada included Calgary and 


Edmonton Boards of Trade at page 1457 and 58 of the 
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transcript, the evidence of Mr. Bolan of the Alberta 
Co-Operative Union 1498 and 99, and Mr. McFall who 
spoke for the Alberta Federation of Agriculture at 
page 1591, Mr. Johnston for the Alberta Dairymen's 
Association at page 1617 and again at 1622, Mr. Wilton 
for the Manitoba Federation of Agriculture at page 191, 
Mr. Noonan of the Pioneer Electric of Winnipeg, I 
believe, at page 560 to 563, Mr. Parr of the Ray-6-Vac 
Company of Canada at page 670 and the Canadian Retail 
Federation at pages 6081 to 90 and the Manitoba 
Government, Chapter 1X pages 14 and 15 of their submission 
(I have not the transcript reference for that). 

In opposition to the change was the evidence 
of Mr. Lewis of Louis Petrie & Company of Calgary at 
page 1493 and Mr. Madison of MacDonald Consolidated at 
2108, Mr. Fillmore of the Winnipeg Board of Trade at 
pages 562 to 566, explaining the position of the Winnipeg 
Board of Trade as not taking any position on this issue 
owing to, I believe it was said, differences of opinion 
of. the,.members. 

I do not propose to read any more of this particular 
submission than the final paragraph on page 40 which 
summarizes our views on this subject. | 

In summary, the restricted mixing rule in 
Western Canada is a handicap to the free flow of traffic 
under non-discriminatory conditions. Although it was 
imposed in the first place primarily to protect the 
Western distributors' position in the trade between 
Eastern and Western Canada, it also applies on traffic 
within Western Canada and between Western Canada and the 
United States. It is not an indispensable condition for 
the existence of the distributing trade in Western Canada, 


since that trade owes its present position to economic 
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reasons of a more fundamental nature. The mixing 
rule in its present form discriminates against small 
business and the consumer in Western Canada. POG Liese 
reasons the restricted mixing rule applying in Western 
Canada should be cancelled, and the unrestricted mixing 
rule now in effect in Eastern Canada should be applied 
uniformly in all parts of Canada. 
I might draw attention to our Appendix I, pages 
41 to 43 where we list the distinctive headings so-called 
which now appear under the Canadian Freight Classification. 
MR. FRAWLEY: Thank you, Mr. Darling. Now Mr. 


Sinclair wishes to cross-examine. 


ee ad 


CROSS-EXAMINATION BY MR. SINCLAIR 


Q. Mr. Darling, just keeping close to the matter 
you have been dealing with in regard to the mixing rule, 
you understand, do you not, or on behalf of Alberta, that 
tne position of the railways, both the Canadian National 
and Canadian Pacific, in regard to this carload mixing 
rute is that it is a matter of controversary and that all 
they wish is to carry out the desires of the patrons of 
the railways and they feel that the matter is one which 
should be brought before the Board if there is any desire 
to change the existing rule? 

THE CHAIRMAN: You are saying before the Board? 

MR. SINCLAIR: Yes, before the er and. the 
railways have no feeling about the matter one way oY 
another as to whether there should be a uniform mixing 
rule or otherwise? 

A. Yes, I am aware of that. 

OL iNow ~othatud erat, Lyintended to, ask you, on, the 
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brief from the back to the front? 

MR. FRAWLEY: It is good both ways. 

MR. SINCLAIR: IT have a very few questions on 
the classification section of your brief. Now as l 
understand it, you are suggesting a revision of the 
classification through the establishment of additional 
classes being percentages of first class? 

THE CHAIRMAN: What page? 

| WR. SINCLAIR: ~Page 33, 1.think is,really, where 

he gays that. 

Reeves. Than. ps rien. 

Q. And your purpose of that is, you feel, tO 
make a more simplified rate structure. Is that correct? 

Atul. oink, it would. make .a..more effective class 
rate structure. 

Q. What do you say as to the simplicity Of Ene 
freight rate structure? 

A. I think it would simplify the structure. 

Q. Now, you remember the brief of the Province 
of Alberta regarding industrial location? 

And wel C53. 


Q. And the matter of input-output ratio and the 


maintenance of what was termed the " critical relationship '? 


A. Yes, I remember that. 

Q. Now, I presume that you have, if that became 
effective in the way it was presented, a different class 
rate depending on the end use of the commodity that was 
being shipped. Would that be correct? 

A, I do not think that would follow. We do not 
mean this to replace the commodity rate structure. 

Q. Then you would suggest, would you, that in 
dealing with livestock there should be a commodity rate 


on beef and a commodity rate on lamb and mutton? 
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A. I have suggested no such thing. 

9. Well, hogs, lambs, sheep, all dress out 
differently than do steers. Isn't that connect? 

A. TI don't know what that has to do with the 
class rates. 

Q. Well, it would necessitate a separate percentage 
of first class to maintain that critical relationship 
or it would necessitate an individual commodity rate in 
each of the instances where the dressing out weight was 
different in regard to livestock. That '‘is correct, 15 
it not? 

M.  T dorthvth ink shaves mecessary: 

THE CHAIRMAN: I want to make sure that I under- 
stand something here. You say at the bottom of pagen3l 
and on page 32 that: "In addition to the existing seven 
classes in the official classification the Commission 
required the railways to publish rates for 16 new 
percentage classes lower than first class". What I want 
to make sure of is you, talk about the existing (7? 

A. Those refer to the classification in the 
United States; sir: 

Q. I know it does but when you say "The existing 
seven classes in the official classification, the 
Commission required the railways to publish rates tor 
16 new percentage classes lower than first class" - 

Ag lavesraie¢s 

Q. What has become there of the existing seven 
classes? Are they all being made percentage classes? 

A. Yes, that is illustrated, sir, on page 34. 

AB In any case then, it means, does LUctoo,. chet 
the seven and the sixteen make twenty-three - there are 
twenty-three classes now and they are all percentage 


classes except the first? 
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A. That is right. 

MR. SINCLAIR: Well, under the Canadian Classificat- 
ion,as it is today, Mr. Darling, fifth class in the East 
is 50% of first class. That is correct, is it not? 

Avecves that Lsievhescase: 

Q. And in the West fourth class is 50% of first 
class? 

A sEMESS > 

Q. And the relationships above and below are 
related, therefore, to that classification. Would that 
be correct? 

A. I believe those two cases are the key classes. 

Q. Then, under the Canadian Pacific rough 
outline of the plan that they are going to present to 
the Board of ° Transport Commissioners in the General 
Freight Rates Investigation regarding equalization of 
rates, they have taken that difference between East and 
West and averaged it to come out to make fifth class 45% 
of Tirsy class? 

Ag iYess@ehat “ts rigiu: 

Q. Now, what I want to understand is would you 
want to add these additional classes below tenth class | 
to simplify the rate structure? That is the purpose you 
are putting this scheme forward for? 

MAGA dra wmict sust Yady tote emplivy eter said to 
make the class rates more effective in themselves. 

Q. More effective in the sense that there would 
be smaller percentage relationships between them? 

A. Simply that they would be such that possibly 
more traffic might move on them. 

Q. Or that there might not be as many commodity 
rates PUM Ghatirignt? 


A. “Well, the commodity rates in many cases might 
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well be related to the class rates. 

THE CHAIRMAN: Have you told us here how many 
classes we would then have in Canada? 

A. We did not presume to say just how many should 
be authorized, sir. I imagine that there is no necessity 
to decide that at one point. The Board might in any 
particular hearing prescribe a new Ribas wus could uss 
take any figure there that it thought reasonable. 

Q Would it certainly be more than ten? 

A. Yes, ( would think 60, Sir. 

Q To begin with? 

A Yes: sir. 

MR. SINCLAIR: Now Mr. Darling, Alberta does not 
suggest that there is any lack of deficiency in the 
Railway Act regarding the provision dealing with the 
freight classification, does it? 

A. We are not making any recommendations about 
that. 

Q. You think that Section 322 of the Railway Act 
is adequate in regard to freight classification matters 
and you are not proposing any change? 

A. We are not proposing any changes as far as 
freight classification legislation is concerned. 

Q. And you would agree with me ctnep Geis 32 
very technical problem and requires a very great deal of 
study before you alter the classification? 

A. We are only concerned with the principle of 
the matter. 

Q. But even to decide who might have objections 
to that principle is quite a complicated matter also, is 
it not, because your answer to me was that the commodity — 
rates would be in relationship with the class rates? 


A. Ido not want you to take from that, enavvall 
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commodity rates would necessarily Bence. sue eald chey 
could a It may be very convenient so to state them. 
9. Anyhow the people who were moving traffic 
on them would be very vitally concerned? 
A. It would be a matter for hearing at the time 
these changes were proposed, yes. 


Q Now, in the matter of Interline rates, you 


made a number of references, Mr. Darling, to the 
situation in the United States. Now, you would agree 
with me, would you not, that there is a great deal of 
multiple line routing in the United states? 

f. Tnat would be crue, yes. 

Q. Let us take, for example, between oreees and 
New York. I understand there are four routcs single 
line and at least twenty-five multiple line routes between 
those two cities? 

he ee. | 

Q. And therefore, with all these multiple line 
routes the problem of interline rates becomes one of 
very great necessity. That is correct; is it not? 

A, Yes, it gives rise to greater confusion in 
the rate structure. 

Q. And the Interstate Commerce Commission za 
their judgments have made reference to the numerous problems 
that arise if they did not have single line rates where 
there are multiple line routes of a large number? 


A. I presume they have, yes. 


(Page 13312 follows) 
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A. I presume they have, yes. 
Q. Now, in Canada there is not the same problem 
to anywhere near as great a degree? 

A. It is a different sort of problem there. 

Q I am talking about multiple line rates. 

A. No. There are not as many single lines of 
railway in Canada. 

Othe t te lent | But there are more single line 
routes in Canada than there are in the United States? 

A. Proportionately, I suppose, that would follow, 
yes. 

Q. There are a few major centres in Canada which 
have not got single line routes between them? 

A There are many considerable important centres 
which are single line points. 

Q. A few major centres in Canada have not got 
single line routes between them? 

A. Possibly not, but not a great deal, no. 

OO.) aNOW,, Ue eor lost in looking at the maps, but 
you made a reference to the Fort William situation and 
much of the traffic moving between Rastern and Western 
Canada on single line routes was given. 

A. te think you wi.) tind that on page 5. 

Q. Yes, thank you. Now, in referring to the 
situation of traffic between Eastern and Western Canada 
and the fact that there is 4n interchange of single Line 
rates at Fort William, you would agree, I presume, that 
that is based on historical considerations? 

A. You mean that is the only reason why we have it? 

GO. »Oh, you: co not agree with it then, is that your 
answer? | 

A. I do not know what the origin of it was. 


Q. I suggest to you what you really have et. Fort 
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William is a combination of local factors? 

A. On the through rates. 

O, (Yeas 

A, That is possible, as we show it in our class 
rate analysis. 

Q. So actually what happened was that all rates 
preak at Fort William and there is that local rate to 
Fort William, and the base is arbitrary beyond, is that 
correct? | 

A. That is ‘the way the rates are made up now. 

Q. Yes. So that actually the situation at 
Fort William which arose historically when the Grand 
Trunk and the Canadian National did not extend beyond 
the head of the lakes is not an example of interline 
single line rates? 

A. No, not if you take exception to the way those 
rates are made up now. It is true that it is possible 
to ship from one point on the Canadian National in 
Western Canada to a Canadian Pacific point in Bastern 
Canada at the same basis as between Canadian National 
points, two Canadian Netional points. 

Q. By paying the little combination of locals on 
the interchange, of course, that is correct. 

A. My understanding is that on the class rates, 
the route is available at Fort William. Is there not 
an interchange available? 

Q. I am talking about through traffic east and 
west in Canada. That is what you are talking about here. 

A. Yes, shipping from a Canadian Pacific point in 
Fastern Canada to a Canadian National point in Western 
Canada, you would pay the isame rate as if you were 
shipping between two Canadian National. points. .onée in 


Fastern and one in Western Canada, 
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Q. Les? 

A. Therefore it is not really an interchange 
problem. But the construction of the rate is different. 

@. It does not illustrate the proposition you are 
putting forth. It arises out of the way the rates are 
made? 

Rev rtTT ts to the extent oneat the singio line ‘on 
the interchange hauls are treated in the same way. 

Q. You won't agree with me that the rate is really 
a local rate to Fort William plus a basing arbitrary 
beyond? 

A. Yes, that is what the rate is, even if you 
have @ single line haul. 

Q@. Because all rates break at Fort William? 

fy. Lea. 

Q. Now, on this map, at page 25 of your brief, 
that is the map which shows the shipments of brick from 
Redcliff, Alberta, and Medicine Het, Alberta, to 
Western Canada. Now, I noted as you pointed out that 
there were 23 cars in 1947 to Winnipeg, 7 cars to 
Brandon, and I think 5 to Neepawa, no, it cars to 
Neepawa? 

A. I believe that is right, yes. 

Q. And I see four cars Boisevain in the south. 

A. There are 4 there. That is obvious, 

Boissevain | 

Q.Boissevain is 50 miles south of Brandon, and if 
your scale is right, I presume that would be approximately 
correct. 

MR. FRAWLEY: You would know what that would be. 
MR, SINCLAIR: Yes. 
Q. If there is nothing wrong in the rate structure 


on brick, can you tell me how you ¢éan ship from as far 
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away as Redcliff, Alberta, to the extent of 23 cars 


in competition with brick factories which are located 


right at Winnipeg? 


A, I asked that very question of one of the 
operators in the Medicine Hat area, and his explanation 
was that the demand in the last few years and in 1947 
was greater than the supply. 

Q. And so this map shows a deficiency of supply 
in brick throughout the Prairie Prmevinces, is that 
right? 

A. It may not be an absolute deficiency. It 
may be that it was more readily available at that time 
from Redcliff than from Winnipeg, but I am not in a 
position to say. 

Q. Do you know anything about the brick plant 
at Estevan, Saskatchewan? 

A. Yes. I know there is one there. 

Q. Do you know anything about its operations over 
the last two or three years? 

A. No. 

Q. And the problems of marketing its product’? 

A. I have heard they have had some difficulty. 

@. Well, if there is a deficiency of supply, can 
you tell me why Estevan, which is closer to Winnipeg 
by some considerable miles than Redcliff, did not meet 
that demand? 

A. I should not be quoting hearsay, but my 
information was that some of their difficulty was in 
the nature of the product. 

Q@. So that may be the real factor is that there 
is a superior type of brick manufactured at Redcliff 
and Medicine Hat and that is why it moves to the extent 


it does throughout the Prairie Provinces? 
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A. I do not know how it stands up against the 
Winnipeg product. 

Q@. I would ask you to turn now to page 9, where 
you are dealing with "Cement from Exshaw, Alberta". 
Now you say there are two interests affected here, 
that of the consumer. 

A. Page 10? 

Q. Yes, page 10, 

MR. FRAWLEY: You said page 9. 

MR. SINCLAIR: I am sorry. I’ mean page 10 of 
the brief, where I read: 

"There are two interests affected here -- 

that of the consumer located on the line of the 

terminating carrier aaa of the industry ite 

self." 
Has the industry which manufactures cement at Exshavw, 
Alberta, complained about the situation and the tariff 
in regard to the movement of cement? 

A. My understanding is that they have not. 

Qs. That they have not; Have the consumers? 

MR. FRAWLEY: Just a minute, Mr. Sinclair. 
L was mom goine: tor bringithisianatier iy, ‘butmow Lf an 
going tomtel? tthe Commission about it. I took it up 
with the Canada Cement Company. 

THE CHAIRMAN: This is a company in Exshaw. 

MR. FRAWLEY: This is the Canada Cement Company 
which manufactures cement at Exshaw. And my friend 
wants to know if the Canada Cement Company supports 
this brief or otherwise. I am quite willing to put on 
the record what its attitude is. They tell me under 
the date of August 29, 1949, and I make no apologies. 
I endeavoured to interest their support of this brief, 


because I took it they were as much interested in the 
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Canadian National receivers of cement as in the 
Canadian Pacific receivers, and on the 29th of August, 
1949, they had this to say: 
"Insofar as the general public in Alberta 
are concerned, our prices are based on a flat 
mill basis and some years ago in order to put all 
of our customers On an even basis we scaled the 
territory out very carefully and made a flat mill 
basis from our Mill East, West, North, and South. 
This necessitated a very few increases and a great 
number of decreases, and in making up this basis 
it meant a reduction in our net revenue, but we 
felt that it was much better and fairer for the 
whole Province to have everyone on 4n even mill 
basis although it cost us money to do so." 
I was talking to him about freight rates, not about 
his own domestic plant. 
"The whole matter seems to be entirely out 
of our sphere. We accept the rates as set by the 
railways and we feel that any application of ours 
to the Royal Commission would not be received 
with favour by either the railways or the Royal 
Commission." 
That is what the Vice-President and Director of Sales 
had to say. Now, I have nothing further to say about 
it, but I would like to put on the record a letter 
which I received from the President of the Western 
Retail Lumbermen's Association, dated October 25, 1949, 
which reads: 
"Western Retail Lumbermen's Association, in 
executive Directors! quarterly session have been 
informed that the Province of Alberta, in the 


course of its several submissions to the Royal 
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Commission on Transportation, will present a 
Brief on Interline Rates. That Brief, the 
Association understands, will call attention to 
the disparity which now exists in the freight rates 
on cement moving from Exshaw, Alberta, to Canadian 
Pacific destinations on the one hand and Canadian 
National destinations on the other hand. The 
Western Retail Lumbermen's Association, being 
extensive retailers of cement, operating both 
on Canadian National and Canadian Pacific lines, 
support the submission being made by the Province 
of inenten that interline class and commodity 
rates should be established on the basis of 
through mileage via the shortest distance over 
which carload traffic can be moved without transfer 
of lading." 

THE CHAIRMAN: Do they say they are retailers 
of cement? 

Mai PRAWLEY? (That is Pie, sir. 

THE CHAIRMAN: Retailers and wholesalers of 
cement. Where do they get their cement? 

MR. FRAWLEY: At Exshaw and at Winnipeg, because 
they operate all over Western Canada. But as far as 
their Alberta destinations are concerned, they get it 
at Exshaw. 

THE CHAIRMAN: Where is this Canada Cement 
Company situated, is it at Exshaw, and where else: ois Aber 

MR. FRAWLEY: It is all over Canada, and it 
is in Western Canada. 

THE CHAIRMAN: Where is its closest place of 
manufacture? 

MR. FRAWLEY: To Exshaw, Winnipeg, say, in 


Western Canada, in the Prairies, they are at one extreme 
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end at Winnipeg, and at Exshaw; Winnipeg being a 
competitive point, and Exshaw being on the Canadian 
Pacific. 


MR, SINCLAIR: I am indebted to my friend 


Mr. Frawley for bringing this matter to my attention, 
but I wonder if he asked them whether they had ever made 
a complaint to the Board of Transport Commissioners under 
sections 336 or 337 of the Railway Act. But as they are 
not here I cannot ask them. However, my submission is 
that if the lumbermen or the Cement company had any 
complaint to make, the Board has complete and unfettered 
jurisdiction to deal with this matter by legislation, 
and it is complaints that are dealing with the matter 
without specific facts being brought forward. Lewis 
difficult for me to explain that for all/ tine this 
legislation has been here they haven't been before the 
Board and requested that the merits of the matter be 
thoroughly gone into. I presume that my friend would 
be glad to follow up this correspondence and assists me 
py asking them if they have ever been Ln Court. 

THR CHAIRMAN: They do not ask about any 
complaint. 

MR. SINCLAIR: They said that they supported 
the brief. The Lumbermen's Association said that they 
supported the brief. 

THR CHAIRMAN: I thought you were talking about 
the Exshaw people, the Canada Cement Company, and that 
they support the brief. 

MR. SINCLAIR: Yes, they are wholesalers of 
cement. 

THE CHAIRMAN: Yes, and retailers. 


MR. SINCLAIR: As I understand it. 
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THE CHAIRMAN: You are saying now that this 
Lumbermen's Association has never gone to the Board. 

MR. SINCLAIR: Or if they have, I do not know 
Oca Geet On: ooh S problem. And if they have gone and have 
been refused, it has been after a full determination of 
the merits. And if I understand Mr. Frawley's brief, 
he is not proposing any change in the legislation. He 
is merely bringing our attention to the disparity, or 
to the situation of the matter and the manner in which 
it is dealt with. I have no further questions. 

MR. COVERT: There are no questions. 

MR. FRAWLEY: Mr. Chairman, I have one more 
brief which I can put in, I think, rather quickly. 

THE CHATRMAN: All right. What is the name of 
LUT 

MR. FRAWLEY: It is called "Highway Transport 


in Alberta." And I call Mr. Harries. 


HU HARRIES, recalled. 


EXAMINED BY MR. FRAWLEY: 


---(Here follows the brief submitted by the Province of 


Alberta entitled "Highway Transport in Alberta".) 


(Page 13322 follows) 
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Appendix B. 


HIGHWAY TRANSPORT IN ALBERTA. 


Errata. 


"2,167" should read "1,154". 

delete "out of a total road mileage of 63,000". 

"521" should read "531". 

"5,748" should read "4,540". 

"50,597" should read "53,097". 

delete "tractors". 

"economics" should read “economies”. 

"of criterion" should read "of our criterion". 
"commodity" should read "community". 

"has not indicated" should read "has indicated” 
"concerns" should read "concern". 

The total for 1948-49 should read 168165 not 335938. 
Insert after the title "Thousands of Dollars”. 

In the heading and in the title "1948" should read 
"1947"; "1949" should read "1948"; "1950" should read 
"1949" and the right hand column should have a heading 


which reads "1949 as at Aug. 31, 1949". 


ATIOIALLTA 
hy 


Aah Oe Sa baat Diode “Fer, S" 


ic aucelin bact Latot @ to tuo" -eteled 


iroann 


-"fEG" beat divode "Ise 


m ‘ ut " 
A oe | Iio.oo vi 5 
HSst 


a ) 
5 P] wap 0 | 


. on 2 a ar 


afuberio 
sfrbedod 


xi boeaga 


13322 


INDEX 


PART I. The Development of Highway Traffic in Alberta. 


PART II The Nature and Extent of Highway Transport in Alberta. 


PART III The Regulation and Control of Highway Transport. 


A« The Highway Transport Industry. 
B. The Highway Transport Industry and its Relation to 


other Transport Agencies. 
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HIGHWAY TRANSPORT IN ALBERTA 


The purpose of this Brief is to present a short history of the 
development of highway traffic in Alberta; to analyze the nature 
and the extent of highway transport in Alberta; and to review the 
general problem of the regulation and control of highway transport 
as well as to outline the manner in which such control is exercised 


in Alberta. 


PART I - The Development of Highway Traffic in Alberta 


The geographic and economic nature of Alberta early posed a 
transportation problem. Although most of the terrain did not 
offer serious impediment to travel and communication, the vast 
distances that characterized it resulted in a very large total 
cost for commercial movement. The coming of the railroad was the 
first factor to have an impact upon that cost; the coming of 
highway transport was second. The early twenties is usually taken 


as the starting date of this second development. 


The first commercial highway in Alberta was constructed in 
1924 when 53 miles of dirt road were gravelled. Although at that 
date over 60,000 miles of dirt roads were reported in the statistics, 
it may be safely concluded that most of these were little better than 
trails between two bridges. By 1934 there were 2,167 miles of 
gravelled road in Alberta out of a total road mileage of 63,000. 
During the next decade 521 miles of highway were surfaced with 
bituminum or concrete and 5, 748 miles were gravelled. By 1944 


there were over 80,000 miles of road in Alberta. 


Corresponding to the development of highways in Alberta the 
number of motor vehicles within the Province has show a significant 
growth. In 1924 there were 48,000 passenger autos and 2,000 motor 
trucks in Alberta. By 1934 these had increased to 73,000 and 15,000 
respectively. At the end of the next decade passenger automobile 
numbers had increased to 91,500; trucks had doubled their numbers 
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to 34,000 and there were 193 motor buses licensed. 


The relative position that Alberta occupies in the national 
picture has been steadily changing. In 1938 Alberta had 7 per 
cent of Canada's population and 3 per cent of the Lai a aan 
in Canada. In 1946 Alberta's percentage of the national population 
had decreased to 6.5 per cent and the percentage of surfaced roads 
had increased to 7 per cent. During the same period the number of 
motor vehicles registered in Alberta as a percentage of the total 


(2) 
number in Canada rose from 7.6 per cent to 8.5 per cent. 


PART II - The Nature and Extent of Highway Transport in Alberta 


It is extremely difficult to get anything like a complete 
picture of the extent of highway transport in Alberta because 
there are so few sources from which statistics may be gathered. 

It is possible however to get a general indication of some of the 
commercial operations which take place. 
' 13) 

In the license year 1948 there were 50,597 trucks, trailers, 
tractors or semi-trailers licensed. A breakdown of this figure 
shows that there were 8,661 Public dungacs Vehicles, 6,245 
Commercial Vehicles, 3,999 Commercial and Public Service Vehicles, 
29,872 Farm Trucks, 1,799 Exempted Vehicles and 2,521 Government 
Vehicles. There were also 392 motor buses licensed. Attached to 
this submission as Appendix B is a statement which is substantially 
Exhibit 24 already filed in the proceedings of this Commission but 


which has been revised and brought up to date. This statement 


defines the various classes of truck licenses in Alberta. 
A breakdown of Public Service Vehicle registrations is given in 


(1) Asphalt, concrete or gravel roads. 

(2) For a more complete statistical picture of the subjects covered 
in this section see Appendix A and the accompanying schedules. 

(3) From April 1, 1948 to March 31, 1949. 
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Table 1. From this breakdown it is apparent that the largest single 
group of Public Service Vehicles are engaged in transporting low- 
valued products such as grain, coal, lumber and gravel. The 
movement which takes place by trucks in this category is typically 


short-haul. 


The second largest single group in this breakdown comprise the 
general merchandise haulers. These carriers engage in the transport 
of all classes of goods and to some extent are complementary but to 


& more important degree are competitive with movements by rail. 


TABLE 1 
“Public Service Vehicles Registered in Alberta 
“During the Period April 1, 1948 to March 31, ee 

Class | | No. 
1. Milk, Gream, Poultry Products and Farm Produce | 42 

Restricted to Dairy Products 26 

Restricted to Own Dairy peau? 9. 
2. Livestock nil 
3. General Merchandise 3806 
4. Petroleum Products in Tanks 285 

Crude Oil Bild 

(2) 

Own Petroleum Products 29 

5. Exempted Goods--grain, fodder, coal, cordwood, a 4307 


railway ties, sand, stone, gravel, clay and brick 


~ 


6. Miscellaneous Combinations: 


Classes 3 and 2 combined é, 
Classes 3 and 4 combined 13 
Clasees 4. and 5 combined EE 
Combinations of 2 or more of the first 5 Classes 10 
Interprovincial only | 13 
Total 8661 


(1) Not including PSV Licenses issued to Buses. 


(2) In Alberta, it is not possible to get Cargo Insurance on own goods-- 
hence if you are licensed to carry own goods only, you are 
restricted from carrying anything but your own property. 
(3%) No Cargo Insurance required. 
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Table 1 indicates that there are 375 highway carriers in 
Alberta engageddin the transport of petroleum products. Three 
of the seven major oil companies in Alberta have Agreed Charge 
Contracts with the railways, while the other companies to a major 


extent use highway transport. 


The movement of livestock to stockyards in Alberta is 
predominantly by rail or private truck. Exhibit 23 filed with 
this Commission on behalf of Federated Co-op Services Ltd. 
indicates the extent to which the movement of livestock to plants 
and yards from Alberta points is handled by trucks. A sample 
taken from the records of the public stockyards at Calgary and 
Edmonton by the Department of Railways and Tele phones of the 
Government of Alberta indicates that in 1945 in 10 sample weeks 
there were 50,436 head of livestock moved by rail to these 
points. In the same period 70,398 head of livestock moved by 
truck to these same points. Table 2 and 3 give details of 


this sample by census divisions. 


Table 2 


Shipments of Livestock to Calgary 
during Ten Selected Weeks in 1945--Stockyerds Only. 


From Cattle Hogs Sheep 
Truck Rail Truck Rail Truck Rail 
Census Division l 11 600 ~ = - = 
u y 2 3123 326 41 19 13 - 
xy 8 3 332 991 BAL 6 316 58 242 
z . 4 3859 939 3801 Me 1504 64, 
i # 5 1930 Pee ET 443 36 441 528.1; 
# 11 6 rr loo 1637 93837 - 2009 - 
" 4 7 87 1705 10 50 8 _ 
" a g 1728 2431 850 275 632 416 
" u 9 1503 1665 eae 39 a. = 
Mise. Alta. Stations 182 220 Lilt me es 
Sask. Stations 7 69 3 “ 109 
B. C. Stations 518 ~~ 6 2) 193 
Totals 21eI12 13,356 16,637 72) 5,075 1862 


Source: Transportation Policy and Its Relation to the Livestock 
Industry in Alberta. Confidential Research Report, 
Department of Railways and Telephones, Government of 
Alberta, 1948, unpublished. 
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Table 3 
Shipments of Livestock to Edmonton 


during Ten Selected Weeks in 1945--Stockyards Only 


From 


SA eS eS ee ee 


Census Division 7 


H R 


" r 
"1 " 
x " 
" Py 
a. " 
P rT 
a ” 
x n° 


8 


7 


Oy, 


ii 
te 
13 
14 
15 
16 


Misc. Alta. Stations1™71 


Sask. Stations 


B. ©. Stations 


Grand Total 


Source: Transportation Policy and Its Relation to the Livestock 
Industry in Alberta. Confidential Research Report, 


Department of Railways and Telephones, 


Cattle 
Truck Rail 
949) 3300 
2082: 2185 
106 Zo 
1057) 9. 1616 
4934 384 
232 av ae 
137) aa63 
| LOO eo D 
| 98 687 
210 2207 
387 
- 24 
98 605 


Hogs 


Truck 
129 
552 

75 


566 


6417 
145 


156 


1931 


ee 


12,695 15,011 11,004 17,535 


Alberta , 1948, unpublished. 


The extent of highway transport in the carriage of milk, cream 


butter and cheese is not apparent from Table 1 which lists 77 Public 


Service Vehicles engaged in this trade. 


Rail 
218 
938 

26 


186 


33,807 28,367 27,641 18,277 


Sheep 
Trucks. . add. 
187 By 
m1), agel 
199 112 
2203 aU i | 
63 38 
D4 165 
328 89 
- 8 
459 
626 194 
2. 8h 
3'879).45930 
$,950 3,792 


Government of 


A further study by the 


Department of Railways and Telephones of the movement of these 


products in 1947 provides a clearer picture pf the extent of this 


traffic. Tables 4, 5, 6, and 7 detail the figures for truck and rail 


shipment. 
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Shipments to: TRUCK 
Acme 450 
Brooks 266 
Hanna 

Sundre B39 
Didsbury 706 
Medicine Hat 514 
Red Deer 1527 
Calmarr - 1613 
Tofield 840 
Bassano 283 
Bluffton 1796 
Carstairs 580 
Claresholn 

Cochrane 225 
Pincher Creek 

Sylvan Lake 

Alix 1361 
Bentley 536 
Coronation Piss 
Delburne 617 
Eckville 728 
Edberg 674 
Elnora 611 
Olds 829 
Ponoka 1338 
Rimbey er Ade 
Rockey Mt. House 597 
Stettler 911 
Calgary 930 
Edmonton 7785 
Lethbridge 85 


Table 4 


Shipments of Cream into Processing Plants 


Located in Alberta for the year 1947. 


(Thousands of Pounds) 


Total 27,306 


—— ss" 


RAIL EXPRESS 


LOM 


D4 


Source: Transportation Policy and Its Relation to the Dairy 


Industry in Alberta. 


Confidential Research Report, 


Department of Railways and Telephones, Government of 
Alberta, 1948, unpublished. 
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Table § 


1947 Butter Shipments to Major Alberta Distributing Centres 


Method of Shipment in Thousands of Lbs. 


FROM TO Rail Truck 
Census Division 1 &3 Lethbridge ~ 206 
2 Calgary 87 374 
on " 2 Calgary 13 2235 
Lethbridge _ 20 
" ” 4 Calgary ut 39 
" " 5&6 Calgary 215 71,3 
Edmonton aks 7 : 
n x 7 Edmonton ~ 1,159 
Alix 162 391 
| . Calgary 29 wn 
n n 8 Calgary 101 | 370 
Lethbridge 43 129 
Edmonton - aap ete: 
) Alix — 403 1,252 
n n 9 Alix 133 396 
Edmonton _ 47 
Calgary - 156 
a x 10 Edmonton 469 eee! a 
n aa Edmonton 2.404 
Calgary - 629 
n n 12 Edmonton ~ 349 
" a i3 Edmonton 801 35) 
" IME A Edmonton 458 883 
" " 15 & 16 Edmonton 128 18 
gael 13,037 


Source: Transportation Policy and Its Relation to the Dairy 
Industry in Alberta. Confidential Research Report, 
Department of Railways and Telephones, Government of 
Alberta , 1948, unpublished. 


Table 6 


1947 Cheddar Cheese Shipments to Major Alberta Distributing Centres . 


Method of Shipment in Thousands of Lbs. 


From To Rail Truck 
Census Division 2 & 3 Calgary 120 80 
" a 6 Calgary | ~ 596 
Edmonton ~ 4'7 

" " 8 & 10 Edmonton 81 646 
Calgary ~ 144 

” " 11 Calgary - 101 
Edmonton - 47h 

Total lorie 2,088 


Source: loc. cit. 
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TABLE 7 


1947 BUTTER SHIPMENTS FROM ALBERTA TO OTHER POINTS 


IN CANADA 


Parti tN I iad a a a TSR TRE I 


(1) 


MOVEMENT BY RAIL — EXPRESS; POOL CAR AND CAR LOT 


( in pounds ) 


From To 


West Coast Interior Manitoba Central 


Edmonton 159295410 
Calgary 290,775 
Gentral Alta. 5,650,262 


Southern Alte. fe 


(213,466,807 2,138,454 


Source: op. cit. 


ofc BuwG. 


1,156,423 39,424 
664,014 36,568 


313,017 2 


75 5992 


Canada 
627,468 
161,840 
199,895 
35,840 


1,025,043 


Totals 


(1) With the exception of a few pounds of butter trucked 
Crows Nest Pass area and a very small local movement 
Eastern Alberta and Saskatchewan all interprovincial 


ares made by rail. 


East Misc. 
Coast 
38,528 205,595 
80,080. 37,543 


118,608 243,138 
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into the 
between 
shipments 


; awe: ; 
cwonrer ‘Se wre aan i ¢ rr) ? 
on Los: wee. OF ATH4 wa. 2 am oe # S a ' 

ery — ms 


eam rm as) sZA ions 


. i 
soiztetdad fasod Jou 


or. Se 
ce ap Geen ahs ena 


ore yar ‘ y 


ca 


ery ek 


1S,.080., a 


13331 


———— 


Part III - The Regulation and Control of Highway Transport 


‘The. problem of controlling the use that is made of public 
highways has long concerned governments. In general it may be 
stated that the problem of thé cae of these highways for private 
non-commercial vinnie has been solved. Their use by commercial 
operators, however, continues to be a matter of contention. In 
this Part, we will deal with the economic aspects of highway transport 
as far as commercial vehicles are concerned. More Keifer tants we 


will deal with common carriers and contract carriers. 


A discussion of the regulation and ‘control of highway 
transport must recognize two distinct divisions of the subject. 
The first division deals with regulations and controls which are 
designed to protect the highways and users of the highways; the 
second includes regulations designed to control the business 


aspects of highway transport. 


The fundamental difference between these two types of 
regulation and control is in the manner in which they bear upon 
individual firms in the apnoea. We may suggest that in an impor tant 
sense the first type of control is non-economic. It is non-economic 
because it is not specific, and constitutes part of a general overall 
pattern of government supervision deemed necessary for the general 
good. There are many examples of these regulations and ree a 
in the highway transport industry. Such things as tire sizes, 
signal devices, weight limitations, brake requirements, minimum 


| lighting standards, speed limits and the like are examples. 


It is generally admitted that the foregoing type of regulation 
4s both necessary and desirable in the interests of public convenience. 
The exact point on which this particular regulation should cease is 
not however always apparent. There ie a great temptation to use 


safety regulations as an indirect means of bestowing economic 
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advantage or disadvantage. This is most: apparent in a developing 
industry such as highway He es which poses. entirely new 
problems because of its intimate relation to the general Bee 
The regulative procedure in such a eee must be initially pragmatic and 
transitory, but as general stability is gained it becomes much easier 


to distinguish legitimate public welfare requirements from those which 


are repressive, restrictive and discriminatory. 


In discussions on highway transport it has not always been 
recognized that the second division of the subject, namely, control of 
the business aspects, is essentially separate from safety and highway 
protection. Many of the demands for regulation of the business of 
highway carriers have proceeded from arguments premised on some point 
directly concerned with safety and highway protection. The fact that 
large trucks may constitute a menace on the highway if driven at | 
excessive speeds is not germane to an argument which advocates business 
control for Poicrine companies. | 
The solution to excessive speeds lies in the field of speed control not 
business control. Similarly, it has been argued that conditions of 
employment in the trucking industry are bad and for this reason 
regulation should be imposed. Once again the solution to this problem 
is not to be found in business regulation but rather in appropriate 
laws governing fair employment practices. 

| (2) 

Regulations designed to control the business aspects of highway 
transport have long been demanded by certain interest groups. The 
general appeal of these demands has not been very great. A study of 
the matter indicates that there are sound reasons for not sae atte 


general highway transport control. 


(1) See Jackman, W.T. "Economic Principles of Transportation" Chap. XXI_ 


(2) Business regulation means that the operator must show public 
convenience and necessity before he can obtain a license; that 
he must submit his rates to a government rate tribunal for 
approval and then publish then, and that his routes must be 
designated. : 
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Any legitimate demand for the Peer hareay transport must 
proceed from the assumption that unregulated or non-uniformly 
regulated highway transport ee on unsatisfactorily in 


terms of economic results. An attendant assumption is that public 


control will remedy these undesirable market results. 


Im appraising the effectiveness of the highway transport 
market there are two general eee ere icns which must be 
recognized. The first of these is the matter of the results 
obtained, between t he industry and the shippers; the second is 
the matter of the results obtained between the trucking industry 


and other transport agencies. 


&. The Highway Transport Industry 


The degree to which truck transport operates effectively a 
terms of satisfactory economic results is determined by t he extent 
and the character of competition in that market. In our submission 
Beice igen is satisfactory when "it operates overtime to afford 
buyers substantial protection against exploitation at the nande of 
sellers and to afford sellers similar protection against 
exploitation by edie: This neeaetry must be examined in 
terms of the number of sellers and buyers in the market, the 


size of the firms, the ease of entry into the business and the 


nature of costs. 


(1) The term market does not refer to a physical establishment 
where trading is carried on (its non-technical sense) but to 
the actions of buyers and sellers of a service or a commodity 
in the process of price determination. 


(2) See Competition and Monopoly in American Industry. Monograph 
No. 21, 76th Congress, Temporary, National Economic Committee. 


- 10a - 


pais 


¥ 
i 
a3 
i 
a 
yi 
j Al um 
n 
& LEN 
7 
_ 
j 


ks / 
ae 


Sos inp? warkrinod? haw? ‘aoedcae 


— 


Ly ere a 
> _ 7 " 
Pedelijowsw . 


4 “ 


soliqugies dashbasdtie of eg tt 


md 


tjluset feviss eidaricelbay aeons ‘ene pat tow 
« Qurgae? 


‘oa Be 


vite 7 
Ors : 


— ed .bonbadd 


a 
’ 


16 xoddaal ue 

| a) 
o tveqaneany tengo Sax 
A 


a 1 


+ 


ay 
Lie 
a 


“<< 


bw] sooge eae? yeunath ost: ® a a 


arid ons bas 
raiw wrod ostetéen e wold tt eqaos — 
tnajedue asayued 
13s oJ bis erelles 
of eyevud cd notvattolqwe |” 
coffah do tvedaun odd To weed 
joo end ,e@tht of d Yo exke |. 


-afeaoo 160 ovtad 


=? 7 
t dou seob dadtag are? edt (£) 
t sathand sisede An 
@ ic j bie eteved to enoltios eng 
; . igqg To geesorg etd af 7 A 
, 


a) 
‘owed See Holt eqand 908 (sy. _ 
at ,eestyited avoT fS .on Or 


13334 


In the ee industry there are typically a large number of firms 
in the aes a large number of people demanding service. The 
capital requirements are sven the economics of scale are noe 
appreciable, so ease of entry is assured and large consolidations ae 
The high ratio of costs which are variable, even in short periods, has the 
euvthe: effect of making prices and costs approach petty. All these 
facts point to the conclusion that truck transport is competitive and in 
beienk of criterion satisfactory. What then. nurtures the demand for 


business regulation? 


The demand for business regulation of highway transport arises because 
of the alleged destructiveness of the competition which it brings to the 
transport industry. Putting aside the demands for control unten stem from 
the truck industry itself (which demands it may be noted are made in 
response to the very natural desire of every businessman to enjoy some 
degree of protection for his business) we may consider the following 
aspects of "destructive" danny: 

A primary complaint against competition as a regulator has been that 
it brings about a continual condition of financial demoralization in the 
highway transport industry. The implications of this as far as shippers 
and the business community are dane gene is that trucking companies can 
not meet their financial obligations and the quality of their service 
consequently drops. Both the carriers and their employees receive less 
than reasonable returns for their capital and labor contributions. The 
public, though, gaining from low rates in the short term, suffers 


ultimately from insufficient or poor-quality service. 


This argument is attractive but certainly as far as conditions in 
Alberta are concerned it is not in accord with the facts. Even a cursory 
review of the available statistics confirms this. The number of Public 


Service Vehicles in Alberta has been increasing 


(1) In Alberta there are over 4,000 separate trucking firms and individuals 
in operation. In most instances a commodity is served by at least two 
. firms. 
(2) The average investment per firm in Alberta does not exceed $4,000. 


(3) The largest single firm in Alberta operates 40 vehicles. 
(4) Overhead costs in the business of highway transport are low when 
compared to direct operating costs. “4 
(5) See Transportation and National Policy, National Resources Planning 
“Board. United States Government, May, 1942. Especially Part I, 


Section VI, written by Dr. James C. Nelson. 
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continually. The type of truck equipment in use is better each 
year and the financial stability of the firms in the industry is 
at a par with other small capital industries. In Alberta it is 
unnecessary to artificially ierecae the profit of transport firms 
already in the business by restricting price competition. Suffi- 
cient quantities of service of a high standard have been provided. 
Indeed, the effect of restricting competition would quite likely 


be to lower the quantity of service offered. 


While it is true that there was some complaint of irresponsible 
truck operations in the early days the situation now is that the 
numerous alternatives available give most shippers adequate protec- 
tion from this danger. If not, surety bonds and similar minimum 
standards have superior merit to general restriction of competition. 
A protected market may Ee ie licensed and certified concerns to 
to raise service standards in terms of reliability and convenience 
but probably at the expense of higher rates and smaller variety 
Pela 

It is also. argued that in the absence of business control an 
oversupply of transport facilities resuits. This contributes to 
financial demoralization. Restriction of entry, i.e. the use of 
the certificate of convenience and necessity, is the direct regu- 


lative solution recommended by those advocating greater control. 


While it may be that there is excess capacity in highway 
transport the need of applying business control as a remedy does 
not automatically follow. An examination of the causes for this 
excess capacity must first be made. Much of the apparent excess 
comes from irregularities in daily and seasonal traffic and the 
(1) A general index of the extent of monopolistic competition in a 
market and the monetary value to be attached to it is to be 

found in the market value of operating rights or some similar 
restrictive or administrative grant. In the United States it 


has been demonstrated again and again that highway operating 
rights have a large monetary value. 
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need to have facilities to meet peak load requirements. Thus 

in Alberta there is always an excess of trucking capacity in the 
winter but such capacity is absolutely necessary in the summer 

for grain and gravel hauling, to give two examples. Again some 

. Bees capacity results from present facilities being made obsolete 
by the use of improved methods of transport, This must be recog- 
nized as a normal accompaniment of a competitive regime. It is 
helpful to Me ceiat tnet canals were replaced by railways, horses 

by tractors, and sailing ships by steam. No one questions these 


displacements. They now seem logical and economic. 


All excess capacity cannot be explained in the terms re- 
ferred to because obviously some of it is related to faulty 
demand expectations. In our submission it cannot be shown that 
this situation is peculiar to highway transport nor can it be 


contended that it is so serious in highway transport as to call 
(1) 


for exceptional treatment. 


(1) The following is an extract from a letter written by the | 
manager of an old established electrical appliance retail 
store in Calgary to The Calgary Board of Trade in response 
to a questionnaire on highway transport. August 19, 1949: 


"There has been no control of how many dealers might enter 
the retail business and it has always been and still is a 
case of get along as best you can. After the war electrical 
and radio dealers sprung up everywhere. Manufacturers and 
wholesale distributors sold each and every one of these new 
dealers. Countless new dealers, who were not in the 
appliance business, have been getting refrigerators in the 
past few years when older and long established dealers, 
who spent thousands of dollars before the war advertising 
and promoting the sale of refrigerators have only been able 
to get from these former supply houses a very very meagre 
_number of them for the simple reason that these supply 
houses opened up so many new accounts. A great. many of 
these new accounts will not be in business perhaps a few 
years from now. So, during the period the sales were 
good, cash plenty, the older dealers were only able to get 
a quarter as much as they procured from these supply houses 
_ in pre-war and early war days. | 


We did not approve of this, but we did not ask anybody to | 
try to prevent it because we felt that being a democratic 
and free country that everyone has the right to try whatever 
vocation he chooses. -When a wholesaler or retailer has 
goods to ship on the highways in Alberta, in my opinion, 

he should have enough sense to make sure that he is 
bargaining with the right trucking agency." 
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It is also argued that excess Penne Gian or imperfections, 
in the competitive market lead to a high turnover in highway 
transport operators. This is not an indication of imperfections 
in competition but rather proof of the fact that competition 
exists. True competition necessarily involves some capital loss 
by particular concerns. Regulation which arbitrarily assures 
operators a profit can have but one effect - to increase .the 
cost of transport and maintain iuereieient operators at public 


expense. 


Another argument for a policy of restricting competition 


rests on the assumption that free entry into the field of highway 
(1) 
transport discourages large-scale operations. It is argued that 


an excessive number of small firms, induced by ease of entry to 
compete for available traffic, make it impossible to organize 
large-scale operations with the implied efficiency of tape bigger 
units. This is a plausible eee but there is scant proof to 
substantiate it. Large scale operations do not always mean lower 
per unit costs in an industry and in the field of Miehnay trans- 
port it is our submission that they do not. Locklin indicated 
that what little evidence is available, though inconclusive, does 
not indicate any more profitable operation for large firms. He 


suggests that the fact points to the conclusion that small-scale 
(2) 
operations are most profitable. 


(1) See Motor-Carrier Regulation and Its Economic Bases. Quarterly 
Journal of Economics. Vol. 43, p. 604 and following. 


(2) Locklin, D. Philip. The Economics of Transportation, third 
edition, 1947, p. 681: "If economies of large-scale enterprise 
were evident in the motor-carrier industry, a tendency toward 
the formation of a few large firms would appear. ‘Although 
some large units have developed, as we have seen, a large 
number of small operators persists. As yet there is no 
evidence of lower costs in the larger concerns. Evidence is 
too limited, however, to permit one to conclude that large 
units are either more or less ‘economical in the trucking 
industry. An English writer has pointed out that there is no 
evidence of greater economy of operation among the large firms 
in the road transport industry of Great Britain." 
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The foregoing discussion has detailed the general arguments 
for business control and for regulation of highway Pen eeert as-far’: 
as the industry itself is concerned. Our research has not indicated 
that in Alberta in terms of economic results the free functioning 
of a competitive market for highway transport is not, detrimental to 
the puyers and sellers of transport service. On the contrary it is 
submitted that an examination of the economics of highway transport 
reyeals that it is one industry which does not requine anything but 
a non-spetific control of its operations. We have discussed con- 
trols of this nature earlier in this Brief. Our contention is that 
the real danger lies in the formation of either private or govern- 
ment sponsored monopolistic control of the highway transport 


industry. 


-In addition to the specific reasons indicated ahoye, there 
remains the all important consideration of the inherent right of 
the individual in a free economy to establish himself in any 


lawful business he chooses. 


The adoption of restrictive measures such ag those proposed 
for highway transport would be the negation of the concept of free 
enterprise. The Government of Alberta regards this consideration 
of fundamental importance in any investigation into highway 


transport in Canada.) 


B. The Highway Transport Industry and Its Relation to Other Transport 
Agencies. | | 


Other transport agencies, themselves controlled, have been strong 
in their demands to have general control instituted over highway 
transport. It is unsound ta suggest: “railways are controlled there- 
fore trucks should be" unless it can be shown that highway trans- 
port is in an analagous position to rail transport. It must also 
be shown that the railways are placed ata disadvantage which can 


best be remedied by imposing control on. highway transport. 


The argument that highway transport and rail transport have 
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similar economic characteristics is one which does not square with 
the facts. Highway transport is generally competitive while rail 
transport is generally monopolistic. Although it may be possible 

to point to exceptions in both cases we refute the idea imported in- 
to Canada - to the effect that under present day, conditions the rail- 
ways are no longer monopolistic. In an area such as Western Canada 
where producing and consuming centers are separated by long dis- 
tances and dependent upon railroad transport for staple product 
movements it is highly unrealistic to assert that rail carriage 


does not have a monopoly. 


It is alleged that as a result of administrative control which 
denies the railroads the right to pick and choose traffic they are 
placed at a disadvantage when they face truck competition. This 
argument is not of consequence as far as the Alberta situation is 
concerned because Section 29, subsection 2, of The Public Service 
Vehicles Act states: 

WNo driver or operator of a public service vehicle shall 
refuse to carry the commodities stated in the owner's 
certificate if the same are offered in proper condition 
unless at the time of the offer the vehicle is loaded to 
capacity or owing to climatic conditions the property is 
liable to perish in transit.* 

Other arguments used by the railroads for the purpose of 
showing that unregulated highway transport creates Nynfair™ com: 
petition concernes such things as the "cream of the traArric®, 
public Subsidization of highway. transport and the’ lower costs of 
the railroad. We do not accept the validity of these contentions 
and in any event it does not automatically follow that the r egul- 


ation of highway transport is the most effective method to use in 


ameliorating their influence. 


C. The Control of Highway Transport in Alberta. 


Highway Transport in Alberta is regulated by two Acts. The 
Vehicle and Highway Traffic Act applies to all motor vehicles and 
the Public Service Vehicles Act applies specifically to trucks and 
buses. 
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For the consideration and convenience of the Commission there 
is attached to this brief as Appendix C the office consolidation of 
the Vehicle and Highway Traffic’Act being chapter’ 275 of the revised 
Statutes of Alberta, 1942, with practauents tp to and including 1949. 
The Public Service Vehicles Act} Chapter 276 of the revised Statutes 
of Alberta, 1942, together with ammendments up to and including 1949 
is attached as Appendix D. The regulations under the Public Service 
Vehicles Act prescribed by the order of the entenens Governor in 
Council are at present being revised and we hope to be able to file 
as an exhibit at the Ottawa sittings a copy of these revised regula- 


tions. 


We are attaching hereto as Appendix E copies of an application 
for a Public Service or Commercial Vehicle License together with 


sample license registration certificates. 


We are also attaching hereto as Appendix F an official map 


showing the highways of Alberta. 


A perusal of the legislation in force in Alberta demonstrates 
the fact that the control of highway transport in Alberta is carried 
to the point where the shipper and the general public receive adequate 


protection without losing the desirable effects of price competition. 


Le 


v Whecils | 
: ‘ a aa g a ieer al r 
(is e thot 7 ' ei don a, : | 
‘? xe ‘ oe ‘ ; 7 “ io he Ae 
Be! Son ate OD ano? te aeeivet: J me 
od on Pee +e " oA if b 
YY i Han ye 
; ohh ay mc roti pei 
Te! ‘ vies ie 
! Aah xT 4 
, wer quire saat ha e 
Eo Lite® oh sans, atte ‘ 
iaduedl 
ite 


a 
. winged ae bedoalte ef, 
eS “it coe | : : 7 4 aa se lnatel.” 


Pape 
ont pa NY Leal 


> 


‘ a 
a col : Se ia a cin. Lien 
vb, ij } an , ; . . 
n \ 7 . 7 la - 
5S (eal ta 
Ae i . 4 . ; 
| Ms 4 - hee lJ 


iS yorworts 


aa 
Sate smi 


ioe Ty 
cw Hole sat otg 


et ae 


1334i 
APPENDIX A 


Schedule 1 
Annual Registration of Motor Vehicles in Alberta 1920-1948 


ee eS eS, SLT 


YEAR PASSENGER AUTOS MOTOR TRUCKS MOTOR BUSES TOTAL 
1920 36575 1500 2 38075 
1921 38165 1687 - 39852 
1922 38214 1749 - 39963 
1923 39742 2191 - 41933 
1924 45871 2036 - 47907 
1925 50496 3138 - 53634 
1926 59767 4362 - 64129 
1927 67665 6641 ~ 71,306 
1928 78302 8919 - $7221 
1929 85087 12482 _ 97569 
1930 85067 15068 : 100135 
1931 718782 15034 - 93816 
1932 T1717 14293 a 86010 
1933 71076 14174 . 85250 
1934 73114 15383 - 88197 
1935 716562 16353 - 92915 
ht 79185 17310 - 96495 
1937-38 $1365 18080 - 99445 
1938-39 84958 i221 : 106179 
1939-40 88270 24369 - 112639 
1940-41 92553 26668 ae 119371 
1941-42 95921 28224 206 124351 
1942-43 92738 30414 192 123344 
1943-44 92238 32819 159 125216 
1944-45 91500 34365 193 126058 
1945-46 $7308 35820 197 123325 
1946-47 95058 40907 288 136253 
1947-48 104350 46219 347 150916 
1948-49 114676 53097 392 335938 


(1) 1936 figures are for 15 month period Jan. 1, 1936 to March 31, 1937. 
_ Figures for succeeding years are for 12 month period April 1 to March 31. 
(2) Figures for Motor Buses not available separately until 1940-41. 


Motor Vehicle Branch of the Provincial Secretaries Department 
and the Highway Traffic Board of Alberta.” 


Source: 
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APPENDIX A 


Schedule 2 


Annual Provincial Revenue from Motor Vehicle Licenses and 
Drivers! Licenses in Alberta, 1922-1947 


YEAR PASSENGER PUBLIC DRIVERS' TOTAL 
CARS SERVICE and 
and CHAUFFERS' 
COMMERCIAL LICENSES 
VEHICLES 7 | 
1922 697 - 6 703 
1923 724, - 5 729 
1924 824 - 6 330 
1925 911 i 6 917 
1926 1097 : 6 1103 
1927 1248 “ 7 1255 
1928 1556 - 10 1566 
1929 1826 719 1905 
1930 1528 364 25 1917 
1931 1064 312 : 18 1394 
1932 1291 317 16 1624 
1933 1143 All 16 1570 
1934 1174 455 18 1647 
1935 1010 4,78 18 1506 
1926, 1033 598 ie 1778 
1937-38 1336 629 150 2115 
hie 1281 750 150 2181 
1939-40 1382 887 159 2428 
1940-41 1438 973 175 2586 
1941-42 1558 1103 180 2841 
1942-43 1534 1168 182 2884 
1943-44 1566 1269 191 3026 
1944-45 1507 1385 191 3083 
1945-46 1465 1562 209 3236 
1946-47 1533 1880 236 3649 
1947-48 1674 2210 246 4130 


(1) 1936 figures are for 15 month period from Jan. 1/36 to Mar. 31/37 
(2) Figures for 1937-38 are for 12 month period from Apr. 1/37 to Mar. 
31/38. Figures for succeeding years are on same basis. 


Source: The Motor Vehicles Branch of the Dept. of the Provincial 
Secretary and the Highway Traffic Board of the Province of 
Alberta. 
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APPENDIX A 


Schedule 3 


———eeew ee eee ee 


YEAR EARTH GRADED _GRAVELLED _ ASPHALT “TOTALS 
1932-33 207 1619 1133 - 2959 
1933-34 207 1618 1154 - 2980 
1934-35 ina 729 2166 - 3208 
1935-36 207 767 2152 92 3219 
1936-37 isl 765 2160 145 3202 
1937-38 429 86788 2754 247 90219 
1938-39 428 $7416 2713 381 90940 
1939-40 498 87981 2971 483 91939 
1940-41 PGP Mydl crop cal 3010 484 92170 
1941-42 457.) 75019 3310 531 79319 
1942-43 466 19599 3660 531 80258 
1943-44 60742 14554 4540 531 80368 
1944-45 59749 14664 5748 521 80672 
1945-46 59113 14933 6732 531 81310 
1946-47 45544 24716 9316 531 80107 
1947-48 43226. 25707 10862 645 80441 
1948-49 41329 26663 13137 692 81822 


Source; Highways Branch, Department of Public Works, 
Government of Alberta 


Previous to the year 1937-38, the District and Local Road Mileage © 
was estimated and therefore unreliable and not included. From 

the year 1937-38 to the year 1940-41, the District and Local Road 
Mileage was estimated by the Municipal Districts, and from the 
year 1941-42 to the present time, mileage has been kept accurately 
by the Maintenance Department of the Highways Branch, hence the 
decrease in total mileage of road between 1940-41 and 1941-42. 
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Appendix B 
Statement of Public Servige and Commercial Vehicle Licenses 


Issued by the Highway Traffic Board for the License Years 


1948, 1949, and 1950 to date. 


Plate Description 1948 1949 

P.S.V, Public Service Vehicles 7968 8661 7588 
Owe Commercial Vehicles 3559 6245 7012 
C. Commercial and Public Service - 2679 3253 3445 
Uy Commercial and Public Service 4,'70 71.6 913 
F. Commercial Vehicles 25984 29872 31306 
x Commercial Vehicles 3219 1799 1981 
G. Commercial Vehicles 2280 e521 1971 
TR. Commercial and Public Service 1361 2326 2342 
BUS Public Service Vehicles 347 392 389 
iy Public Service Vehicles Th 67 769 
D.U. Public Service Vehicles AL 57 68 
SENG Public Service Vehicles 793 914 856 
Ts Commercial and Public Service 1425 1496 453 


To give a brief explanation of the basis used in classifying 
vehicles for licensing purposes and the meaning and import of the 
plates listed above, we may say that all trucks, semi-trailers, 
trailers, and passenger-carrying vehicles, exclusive of the ordinary 
passenger cars, are classified under the Public Service Vehicles Act 


as either Public Service or Commercial Vehicles. 


Public Service Vehicles 

In general, a Public Service Vehicle means a motor vehicle 
trailer or semi-trailer operated on a public highway by, or on behalf 
of any person, firm or corporation for compensation, whether such 


operation is regular or cnly occasional, or fora single trip, 


Commercial Vehicles 

On the other hand, a commercial vehicle means any truck, 
trailer, tractor or semi-trailer, except: 
(a) iipce which are classified as Public Service Vehicles, 
(b) a vehicle which, in the opinion of the Board, is not to be 
classified as a commercial vehicle. 

In this classification is included any motor vehicle from which 
sales are made of any goods, wares, merchandise, or commodity, and any 
vehicle by means of which delivery is made of any goods, etc., tor any 


purchaser or consignee of same. In brief, any motor vehicle which falls 
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under the jurisdiction of the Highway Traffic Board, and which is 
either excepted or otherwise defined, falls into the commercial 


category. 


Classification of Plates. 


Plates listed above as P.S.V. are issued under the 
Public Service Vehicle classification for those vehicles which 
are engaged in the business of transporting goods or merchandise 
for compensation. The other plates designated as CW. and F. 
are issued under the Commerciah Vehicle classification. C. and 
U. plates may be issued either under the Public Service Vehicle 
or Commercial Vehicle classification. Itemizing these, there- 
fore, we have the following: 


P.S.V.: Issued to common carriers and contract 
haulers. 


C.V.: Issued to operators of motor vehicles who 
use such vehicles in connection with their ow 
business of selling and delivery of goods, 


F.: Issued to farmers, ranchers, or market 
gardeners who operate their vehicles in connection 
with their occupation and not for any other purpose. 


C.: Issued to operators of Public Service of 
Commercial Vehicles within towms and villages anda 
radius of five miles therefrom. This class of plate 
is likewise issued to operators of similar vehicles 
but confined to the boundaries of any city. 

U.: Issued to operators of either Public Service or 
Commercial vehicles limited in scope to the boundaries 
of any city and a radius of five miles therefrom. 
X.: Miscellaneous vehicles such a tow trucks, 
ambulences, hearses, and vehicles used for personal 
transportation. 

G.: Federal, provincial or mmnicipal governments. 


TR.: Tractors operated with trailers. 


BUS: For transportation of passengers for hire 
over specified routes. 


L.: Livery and taxi-cab operations. 
D.U.: Drive-yourself vehicles. 


S.V.: School vans used for the transportation of 
children to and from schools. 


T.: Public Service:and Commercial trailers. 
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THE VEHICLE AND HIGHWAY TRAFFIC ACT 


(OFFICE CONSOLIDATION) 


(Being Chapter 275 of the Revised Statutes of Alberta, 1942, 


with amendments up to and including 1949.) 


Hs MAJESTY, by and with the advice and consent of 
the Legislative Assembly of the Province of Alberta, 
enacts as follows: 


Short Title. - 


1. This Act may be cited as “The Vehicles and Highway 
Traffic Act.” ERA, 1942, c..210,8) 1.) 
Interpretation. 


2. In this Act, unless the context otherwise requires ,— 


(a) 


(b) 
(c) 


(d) 
(e) 


(f) 


“Chauffeur” means any person who drives or oper- 
ates any motor vehicle for the transportation of 
persons or property, who receives any compensa- 
tion for so doing by wages, commission or other- 
wise, paid directly or indirectly, or who as owner 
or employee drives or operates a motor vehicle 
carrying passengers or property for gain or re- 
ward; 

except,— 

(i) a person who is a farmer or an employee of a 
farmer and who drives or operates a motor 
vehicle belonging to the farmer which is used 
principally for the transportation of the prop- 
erty of that farmer ; 


(ii) a person who is the owner of a commercial 
vehicle and who drives or operates that com- 
mercial vehicle ; 


“Dealer” means any person who buys or sells motor 
vehicles as a business, either as principal or agent; 


“Garage” means every place of business which has 
accommodation for the housing or storage of five 
or more motor vehicles, and the owner of which 
receives compensation for such housing or storage; 


“Highway” means every road, street, lane, alley, 
park, parkway and public place; 

“Highway Traffic Board” means the Highway Traf- 
fic Board appointed under The Public Service 
Vehicles Act; 

“Liveryman” shall mean a person who keeps motor 
vehicles for hire; 


Short title 


Interpreta- 
tion 
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Wxceptions 
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VEHICLES AND HIGHWAY TRAFFIC 


(g) “Minister” means the Provincial Secretary, except 


in so far as any of the provisions of this Act apply 

or relate to,— 

(i) public service vehicles and commercial vehicles 
within the meaning of The Public Service 
Vehicles Act; 

(ii) the licensing of operators of public service 
vehicles and commercial vehicles ; 

(iii) the licensing of chauffeurs ; 

(iv) the financial responsibility of the owners and 
drivers of public service vehicles and commer- 
cial vehicles; 

in which cases “Minister” means the Minister of 

Public Works ; 


(gg) “Motor cycle” means a motor vehicle mounted on 


two or three wheels and includes those motor vehicles 
known to the trade as motor cycles, scooters and 
power bicycles ; 


(h) “Motor vehicle” means every vehicle propelled by 


(7) 
(7) 


any power other than muscular power, except trac- 
tors equipped with rubber tires, traction engines 
and such motor vehicles as run only upon rails or 
tracks ; 

“Municipality” means a city, town, village or muni- 
cipal district; 

“Owner” includes any person renting a motor 
vehicle or having the exclusive use thereof, under a 
lease or otherwise, for a period of more than thirty 
days; 


(kh) Peace officer’ means a mayor, reeve, sheriff, 


(1) 


deputy sheriff, sheriff's officer, justice of the peace, 
gaoler or keeper of a prison, police officer, police 
constable, bailiff, constable or other person em- 
ployed for the preservation and maintenance of 
the public peace, or for the service or execution 
of civil process ; 

“Pedestrian” means any person making use of 
public highways for foot passage; 


(m) “Regulation”? means any regulation made by the 


Lieutenant Governor in Council pursuant to this 
Act; 


(n) “Vehicle” means a motor vehicle, trailer, traction 


engine and any vehicle drawn, propelled, or driven 
by any kind of power, including muscular power, 
but does not include the cars of electric or steam 
railways running only upon rails, or trolley buses. 

[R.S.A. 1942, c. 275, s. 2; 1949, c. 104, s. 1.| 


VEHICLES AND HIGHWAY TRAFFIC 


PART I. 
LICENSES AND CERTIFICATES OF REGISTRATION. 


General. 


3.—(1) No person shall drive any motor vehicle on any 
highway unless he is licensed so to do pursuant to the 
provisions of this Act. 


(2) No person shall drive any motor vehicle on any 
highway at any time unless the motor vehicle is registered 
pursuant to this Act [R.S.A. 1942, ¢ 275, s. 3.] 


4. Application for a driver’s or chauffeur’s license or for 
registration of a motor vehicle shall be made to the Minister 
+n such form and giving such particulars as the Minister 
may from time to time prescribe. [R.S.A. 1942, ¢. 215, 824. 


5. Upon receipt of an application for a driver’s or chauf- 
feur’s license or for registration of a motor vehicle, the 
Minister may issue a license or a certificate of registration, 
as the case may be, in such form, and upon being paid such 
fees as may be prescribed by the Regulations. 

[R.S.A. 1942, c. 275, s. 5.| 


G. The address of every person to whom any license, 
certificate or permit is issued shall be given in every such 
document, and the person to whom it is issued shall, upon 
changing his address, at once notify the Minister of the 
change. [R.S.A. 1942, c. 275, s. 6.] 


7. The Minister may suspend or cancel any license, cer- 
tificate or permit issued under the provisions of this Act 
for misconduct or non-compliance or infraction of any of 
the provisions of this Act or of the Regulations, or of The 
Fuel Oil Licensing Act, or of The Fuel Oil Tax Act, or of 
The Criminal Code, or upon being satisfied of the unfitness, 
physical or otherwise, of the holder of the license, cer- 
tificate or permit, or for any other reason appearing to him 
to be sufficient. FRAL 19420. 275, 8.7. | 


8. Subject to the provisions of this Act as to suspension 
and cancellation, the period of registration for any motor 
vehicle registered and the period of any license issued to 
any person licensed as a driver or chauffeur pursuant to 
Part I, shall be from the first day of April until the ensuing 
thirty-first day of March (both days inclusive). 

LRG As 1942; e275, . 8.) 


Registration of Vehicles. 


9. Subject to the other provisions of this Act,— 


(a) no person who is the owner of any motor vehicle 
shall operate or suffer or permit any other person 
to operate the motor vehicle on a highway, at any 


= = — 
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time of which he is not the holder of a subsisting 
certificate of registration of the motor vehicle is- 
sued pursuant to this Act; and ¢ 

(b) no person shall operate on a highway any motor 
vehicle in respect of which there is not for the time 
being a subsisting certificate of registration issued 
pursuant to this Act [R.S.A. 1942, c. 275, s. 9.| 


10.—(1) Every person who sells a motor vehicle to any 
other person and every person who becomes in any manner 
the owner of any motor vehicle, shall forthwith notify the 
Minister in writing that he has sold or become the owner 
of the motor vehicle, as the case may be, in such form and 
giving such information as the Minister may require. 


(2) Whenever the ownership of a registered motor 
vehicle passes from the registered owner to any other 
person, whether by the act of the owner or by the operation 
of law, the registration of the motor vehicle shall expire 
upon the fourteenth day after the day upon which the 
ownership thereof so passes, and the registered owner or 
his legal representative shall not later than the fourteenth 
day after the ownership so passes, deliver up to the Depart- 
ment the certificate of registration of the motor vehicle, 
together with the number plates issued for it to the Minister 
or to any person authorized by him to receive the same. 


(3) Upon the passing of the ownership of any registered 
motor vehicle from the registered owner thereof, either by 
the act of the owner or by the operation of law, to a person 
engaged in the business of selling or dealing in motor 
vehicles whether new or otherwise or engaged in the 
business of automobile wreckage, if the number plates 
issued to the registered owner come into the possession of 
such person, that person shall forthwith return the plates 
to the Minister. 


(4) Upon the passing of the ownership of a registered 
motor vehicle from the registered owner to any other 
person, the number plates issued upon registration may, 
upon compliance with the regulations and the payment 
of the prescribed fee, be re-issued to the registered owner 
or to the person to whom the ownership passes, provided 
always that the number plates shall not be issued to the 
person last mentioned without the consent of the registered 
owner. [R.S.A. 1942, c. 21h, se Oa 


11.—(1) The Lieutenant Governor in Council may from 
time to time,— 


(a) require the registration of vehicles drawn upon 
any highway by motor vehicles, commonly called 
trailers, and for that purpose may classify trailers 
into such classes as may be deemed convenient 
having regard to carrying capacity, construction, 


SGEeeeevuecec u Tce 


VEHICLES AND HIGHWAY TRAFFIC 5 


use or any other circumstance, and may fix the 
fee payable on registration of all or any class 
thereof and may fix different fees in respect of 
different classes at such amounts as may be deemed 
proper ; 


(b) make regulations as to the operation upon any 
highway of trailers, the lighting or other equip- 
ment to be installed thereon, the issuance, form 
and notice of registration plates, the display of 
such plates on the trailer, and the lighting or other 
devices to be used thereon at times when the lamps 
on the motor vehicle which is drawing a trailer 
are required to be lit. 


(2) Every order and regulation made pursuant to this 
section shall be published in The Alberta Gazette and shall 
have force from the date of its publication therein or any 
later date fixed for that purpose. [R.S.A. 1942, c. 275, s. 11. | 


42. Where the owner of a motor vehicle resident out- 
side of the Province has complied with the laws of his place 
of residence with respect to the registration and licensing of 
the motor vehicle, and where the motor vehicle carrying 
displayed thereon the registration number plates for the cur- 
rent year assigned under those laws to that motor vehicle is 
brought into the Province for temporary use therein for the 
purpose of touring for pleasure for a period not exceeding 
six months then the motor vehicle shall be deemed to be 
registered pursuant to the provisions of this Act. 

PRS Aad 942. en 275, 8212 ; 1049104) s. 2: 


13.—(1) The Lieutenant Governor in Council may make 
or authorize to be made a reciprocal arrangement or agree- 
ment with the Government of any other province of the 
Dominion exempting any class or classes of owners of motor 
vehicles who are ordinarily resident in that other province 
from the application of the provisions of this Act as to the 
registration and licensing of motor vehicles and the carry- 
ing and displaying upon motor vehicles of licenses and num- 
ber plates as required by this Act, and providing for the 
granting by that other province of similar exemptions and 
privileges with respect to the owners of motor vehicles 
who are ordinarily resident in this Province. 


(2) Every arrangement or agreement so made and the 
exemptions thereunder shall be subject to the condition 
that no person shall be entitled to any exemption or priv- 
ilege thereunder in respect of a motor vehicle in this 
Province unless the owner of the motor vehicle has com- 
plied with the law of his place of residence as to the 
registration and licensing of motor vehicles and carries 
or causes to be carried on the motor vehicle the certificate 
or license and the number plates prescribed by the law of 
that place; and shall also be subject to all further conditions 
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and restrictions set out in the arrangement or agreement, 
and to cancellation by the Lieutenant Governor in Council. 
[R.S.A. 1942, c. 275, s. 13. | 


14.—(1) Subject to the provisions of subsection (2), no 
motor vehicle, the manufacturer’s serial number or similar 
identifying mark of which has been obliterated, shall be 
registered. 


(2) Any person who has in his possession any motor 
vehicle in the condition described in subsection (1) may 
forthwith file with the Minister satisfactory proof of the 
ownership of the vehicle and the Minister shall thereupon 
grant permission to cut, impress, emboss or attach perma- 
nently to the vehicle a special identifying number or mark, 
which thereafter shall be deemed sufficient for the purpose 
of registration of the vehicle. [R.S.A: 1942, ¢. 275, 8: 144 


Drivers’ and Chauffeurs’ Licenses. 


15.—(1) No person except a person temporarily within 
the Province who is permitted to drive by the law of the 
country of which he is a resident, shall drive a motor 
vehicle on any highway at any time during which he is 
not the holder of a subsisting driver’s or chauffeur’s license 
issued pursuant to this Act. 


(2) No driver’s license for a motor vehicle other than a 
scooter or a power bicycle shall be issued to any person 
under the age of sixteen years. 


(2a) No driver’s license for a scooter or power bicycle 
shall be issued to any person under the age of fourteen 
years. 


(3) A person over the age of fifteen years shall not be 
deemed to act in contravention of this section if while 
driving a motor vehicle he is accompanied by a person 
sitting beside him, who is the holder of a driver’s license, 
and is engaged in teaching the first named to drive. 


(4) The application for a driver’s license from any 
person of the full age of fourteen years and under the age 
of eighteen years, shall be signed by the applicant and by 
the parent or guardian of the applicant. 

[R.S.A. 1942, c. 275, s- 15; 1949, c. 104, 3034 


16. The Minister may,— 


(a) refuse to issue a driver’s or chauffeur’s license to 
any person unless he is satisfied by examination 
or otherwise of the physical and other competency 
of the applicant to drive a motor vehicle without 
endangering the safety of the general public; 
require any applicant to submit himself to examin- 
ation as to his competency as a driver to a person 
designated by the Minister as an examiner; and 
from time to time by order under his hand prescribe 
as to the cases in which an examination as to com- 


(b) 


(c) 
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petency as a driver may be dispensed with and 
the cases in which it may not be dispensed with. 
PRIS SAA 27 e91275.98) 116: | 


17. Every person driving a motor vehicle shall carry 
his license with him at all times during which he is in 
charge of a motor vehicle, and shall produce it when 
demanded by any peace officer or any inspector appointed 
under this Act, PIE LOFTON Ce 2ia ys. 17. | 


18.—(1) Every person who is the holder of a driver’s 
or chauffeur’s license shall, upon being convicted of any 
offence under this Act or the Regulations or the provisions 
of section 285 of The Criminal Code as amended, forthwith 
deliver the same to the judge, police magistrate or justice 
of the peace making the conviction, who shall thereupen 
indorse thereon the particulars of the conviction. 


(2) Any judge, police magistrate or justice of the peace 
who convicts any person of an offence under this Act, 
who is the holder of a driver’s or chauffeur’s license, may 
upon making the conviction suspend for such time as he 
thinks fit or cancel the license, and shall thereupon 
transmit the suspended or cancelled license to the Minister 
together with a report setting out the nature of the con- 
viction and the circumstances of the offence; and every 
such suspension or cancellation shall remain in force unless 
and until the Minister in his discretion makes an order 
shortening the term of suspension or annulling the can- 
cellation. WR 4942 et. 2howis, 18! 


19. Every person to whom a driver’s or chauffeur’s 
license has been issued shall in his application for a sub- 
sequent license state that he has been so licensed; and no 
person who is the holder of a valid and subsisting driver’s 
or chauffeur’s license shall apply for or obtain another 
driver’s or chauffeur’s license, save and except only for 
the purpose of obtaining a duplicate of a valid and sub- 
sisting license which has been lost, or destroyed, or become 
worn out. [R.S.A. 1942, c. 275, s. 19.] 


20.—(1) Any person of the full age of eighteen years 
or more desiring to drive a motor vehicle as a chauffeur 
shall apply to the Minister for a chauffeur’s license. 


(la) The Minister may, after careful consideration of 
the qualifications of any person between the ages of sixteen 
and eighteen years, who holds a driver’s certificate, grant 
to him a temporary permit for the operating of a motor 
vehicle as a chauffeur, providing that such motor vehicle 
is not being used for the purpose of transporting passengers 
for hire. 

(2) The application shall be accompanied by photo- 
graphs of the applicant of such size as the Minister may 
prescribe, taken within thirty days prior to the date of 
the application. 
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(3) Upon receipt of an application for a chauffeur’s 
license the Minister may issue the same upon,— 

(a) being satisfied by examination that the applicant 
is a fit person to receive a chauffeur’s license and 
being satisfied that he is of good moral character, 
physically fit, and able to drive; 

(b) being paid a fee of three dollars or such other fee 
as may be prescribed by Order in Council. 


(4) One of the photographs hereinbefore provided for 
shall be affixed to the license prior to its issue to the 
applicant, and the license shall cease to be valid upon the 
removal of the photograph therefrom. 


(5) Every person receiving a license under the pro- 
visions of this section shall write his usual signature 
upon the margin in the space provided for that purpose, 
and until the license has been so signed it shall not be valid. 


(6) At the time of the issue of a chauffeur’s license the 
Minister shall issue to the chauffeur a metal badge of such 
pattern as may be prescribed by regulations made under 
the provisions of this Act. 


(7) Every person whilst engaged in work as a chauffeur 
shall wear his metal badge in such a position as to be 
conspicuously visible. 


(8) A non-resident chauffeur who has complied with 
the laws of his place of residence as to the licensing of 
chauffeurs, need not be licensed under the provisions of 
this section whilst driving the motor vehicle of a non- 
resident exempt from registration under the provisions 
of section 12, and for the period specified in that section. 

[RSA 1942c. 275,58. 203 19430 5c. SA cs. tLe! 


21. The Lieutenant Governor in Council may at any 
time direct that chauffeurs’ licenses shall only be good for 
such period less than a year as may seem to him proper. 

[RSA 1942, Zi, Soe teas 


Dealers’ Licenses. 


22.—(1) Every person who engages in the business of 
a manufacturer of motor vehicles or a dealer in motor 
vehicles, whether new or second-hand, shall comply with 
the Regulations governing the registration and operation 
of such motor vehicles. 


(2) The number plates issued to manufacturers and 
dealers shall bear a word, letter or other device sufficient 
to distinguish them from number plates issued to other 
persons. 


(3) The fee required by the Minister on the issue of such 
number plates may be of a fixed amount or may vary with 
the number of number plates issued to the manufacturer 
or dealer. 
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(4) The number plates issued pursuant to the provisions 
of this section shall only be valid in respect of one place of 
business, provided, however, that where a dealer has more 
than one place of business in the same municipality, such 
places shall, for the purposes of this section, be reckoned as 
one place of business. RSA L942, fey 2 oss '2 2: | 


23. No person shall attach to any motor vehicle any 
number plate issued pursuant to the provisions of the 
preceding section, nor shall any person use or operate 
any motor vehicle to which any number plate so issued 
is attached, except a vehicle which is,— 

(a) kept by him exclusively for sale and not for hire; 
(b) used exclusively in his business of a manufacturer 
of motor vehicles or a dealer therein for the promo- 
tion of sales of such motor vehicles, or as a service 
motor vehicle in connection with such sales and not 

as a public service vehicle or commercial vehicle. 
[Reo As FOZ, C215, Suazo, | 


PART II. 
EQUIPMENT OF VEHICLES. 


Number Plates. 


24.—(1) At the time of the issue of a certificate of 
registration the Minister shall issue to the owner of the 
registered vehicle a set of two number plates or one number 
plate if the vehicle is a motor cycle, bearing the registration 
number of the motor vehicle, together with the name of 
the Province either at length or in an abbreviated form, 
and the year of the issue. 


(2) The Minister shall charge such fees for each set 
of number plates issued by him as may from time to time 
be set out in the Regulations. [|R.S.A. 1942, c. 275, s. 24. | 


25.—(1) In the case of a motor vehicle other than a 
motor cycle one of the number plates shall be firmly attached 
to the front of the motor vehicle and one to the back thereof. 


(2) In the case of a motor vehicle other than a motor 
cycle the number plate on the back shall be placed on the 
motor vehicle so that the lower edge thereof shall not be 
lower than the axle. 


(83) In the case of a motor cycle, the number plate shall 
be firmly attached to the rear mudguard in such a position 
as to be clearly visible. 


(4) In the case of a trailer the number plate shall b 
placed on the back thereof in such a position that the lower 
edge of the plate shall not be lower than the axle. 
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(5) The said plates shall at all times be carried, attached 
and placed in the manner prescribed by this section. 
[R.S.A. 1942, c. 275, s. 25. | 


26. The number plates shall be of a distinctly different 
colour or shade for each year and there shall be a marked 
contrast between the colour of the number plate and that 


of the numerals or letters thereon. 
[R.S.A. 1942, c, 275, 8. 262] 


27. Subject to the provisions of this Act as to the motor 
vehicle of a non-resident, no number plate other than that 
issued by the Minister shall be exposed on any part of a 
motor vehicle. [R.S.A. 1942, c. 275, s. 27. | 


28. No number plate shall be attached to or used upon 
any motor vehicle other than the one in respect of which 
it was issued. [R.S.A. 1942, c. 275, s. 28.] 


29. Every number plate shall at all times be kept in a 
legible condition, clearly visible and unobscured by any part 
of the vehicle or its attachments or load, or otherwise how- 
soever, and shall be kept firmly fastened. 

[R.S.A. 1942, ¢. 275,35 29-4 


30. Every number plate issued under the provisions of 
this Act shall be and remain the property of the Crown 
and shall be returned to the Minister whenever he so 
requires. [R.SiA. 1942)-e0 275) 8: 20-] 


31.—(1) Notwithstanding any of the requirements of 
this Act as to number plates, the Minister if he deems it 
expedient or necessary so to do, may issue one marker or 
number plate at the time of the issue of a certificate of 
registration, instead of the prescribed number plate or 
plates. 


(2) The display in the manner set out in the Regulations 
of the marker or number plate so issued shall be a sufficient 
compliance for all purposes with the provisions of this Act 
requiring or relating to the display of number plates. 


(3) Every reference in this Act to a number plate or 
to number plates shall mutatis mutandis be deemed to be a 
reference to the marker or number plate issued by the Min- 
ister pursuant to this section. [R.S.A. 1942, c. 275, s. ores 


Headlamps and Other Lights. 


32.—(1) Every motor vehicle other than a motor cycle 
shall at all times whilst in operation on a highway be 
equipped,— 

(a) with at least two headlamps at the front and on 
opposite sides of the vehicle, each of which shall 
be capable of projecting light for a distance of 
three hundred feet ahead of the vehicle under 
normal atmospheric conditions; 
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(b) with a tail lamp consisting of a lamp of a capacity 
of not less than three spherical candle power so 
constructed as to show a red light plainly visible 
foy a distance of at least two hundred feet from 
the rear of the vehicle under normal atmospheric 
night conditions and to illuminate with a white 
light the number plate fixed on the back of the 
vehicle so that every letter and figure thereon 
may be plainly seen at a distance of not less than 
sixty feet from the rear of the vehicle under normal 
atmospheric night conditions. 


(2) Every motor cycle shall carry one headlamp at the 
front and one tail lamp at the back, and the lamps shall 
in the case of every motor cycle, other than a scooter or 
power bicycle conform in every respect to those required 
to be carried by other motor vehicles. 


(3) Every bicycle whilst in operation on a highway at 
night shall carry one headlamp at the front and one re- 
flector at the rear. 


(4) Each headlamp on a motor vehicle shall be con- 
structed, arranged and adjusted in such a manner that no 
portion of the direct beam of reflected or refracted light 
issuing therefrom shall, at a distance of seventy-five feet 
from the vehicle, rise more than to a point which is four 
inches less than the height of the headlamp above the plane 
surface upon which the vehicle stands, and’ no headlamp 
shall be placed on the vehicle less than twenty-four inches 
nor more than fifty inches above the plane surface upon 
which the vehicle stands. 


(5) No part of the direct beam of reflected or refracted 
light projected from any headlamp shall rise more than 
forty-two inches above the level plane upon which the 
meee stands at a distance of seventy-five feet from the 
vehicle. 


(6) The use upon any motor vehicle of any headlamp 
which emits a direct beam of reflected or refracted light 
in contravention of this provision is prohibited. 


(7) On approaching or being approached by another 
vehicle proceeding in an opposite direction, and when 
within not less than four hundred yards of it, any person 
in charge of a motor vehicle whether in motion or stationary 
which is equipped with electric headlamps shall dim or drop 
such headlamps. 


(8) Any police constable or officer or inspector ap- 
pointed for carrying out the provisions of this Act or of 
The Public Service Vehicles Act, may stop approaching 
vehicles when such vehicles have failed to dim or drop 
their headlights as herein required, and the driver of any 
such vehicle shall be guilty of an offence and liable on 
summary conviction to the penalties prescribed under 
section 105. 

[R.S.A. 1942, c. 275, s. 32; 1949, c. 104, s. 4. | 
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33.—(1) Any motor vehicle may be equipped with fixed 
or movable auxiliary driving lamps or fog lamps not 
exceeding three in number mounted upon the front below 
the level of the centres of the headlamps and at a height 
not less than sixteen inches above the level on which the 
vehicle stands. The term “auxiliary lamp” or ‘fog lamp” 
shall denote any combination of reflector, lens and lamp 
bulb so designed to illuminate the roadway close to and 
forward or forward and to the sides of the motor vehicle 
and otherwise meeting the requirements of this section. 
Not more than two auxiliary lamps or fog lamps, mounted 
on opposite sides of the vehicle may be used in connection 
with but not in substitution for headlamps, except under 
conditions of fog or rain rendering disadvantageous the 
use of headlamps. In no event shall the number of 
auxiliary and fog lights upon a motor vehicle exceed a 
combined total of three and in no event shall more than 
two of the said lamps be lighted for use with lighted head- 
lamps. 


(2) Every auxiliary lamp and every fog lamp used 
upon a motor vehicle shall be so adjusted and aimed that 
the top of the main substantial portion of the beam will 
strike the road at approximately seventy-five feet in 
advance of the vehicle and will not project a glaring or 
dazzling light into the eyes of approaching drivers. 

LRis.A. 1942 "er 275. Sac! 


34.—(1) At any time during the period between one 
hour after sunset and one hour before sunrise or at any 
other time when the atmospheric conditions are such that 
objects on the highway are not plainly visible at a distance 
of three hundred feet,— 


(a) no motor vehicle shall be in motion on any highway 
unless both headlamps are alight and are providing 
sufficient light to make clearly visible objects on 
the highway at a distance of three hundred feet 
ahead of the vehicle; 

(b) no motor cycle or bicycle shall be in motion upon 
any highway unless the lamp or lamps with which 
it is required to be equipped are alight; 

(c) no motor vehicle shall be in motion upon any high- 
way unless the tail lamp with which it is required to 
be equipped is alight; 

(d) no motor vehicle shall be stationary on any highway 
outside the corporate limits of any city, town 
or village unless it has either a lit tail lamp or a 
reflector affixed to the left of the rear end thereof 
of any type approved by the Lieutenant Governor 
in Council, so fixed as to reflect the lights of any 
motor vehicle approaching the stationary vehicle 
from the rear; 

(e) no vehicle other than a motor vehicle, motor cycle 
or bicycle shall be upon any highway whether in 
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motion or stationary unless there is displayed 
thereon at least one light visible at a distance of 
at least one hundred feet from the front of and 
behind that vehicle, or in the alternative, there 
are affixed thereon one reflector towards the front 
and one reflector at the rear thereof of a type 
approved by the Lieutenant Governor in Council, 
so fixed as to reflect the lights of any motor vehicle 
approaching from the front and the other so fixed 
as to reflect the lights of any motor vehicle ap- 
proaching from the rear; 

(f) no vehicle drawn by or attached to a motor vehicle, 
commonly known as a trailer, shall be upon any 
highway unless it has affixed at the rear thereof 
a reflector of a type approved by the Lieutenant 
Governor in Council so fixed as to reflect the lights 
of any motor vehicle approaching from the rear. 


(2) Any city, town or village may by by-law define an 
area or areas within which any motor vehicle or other vehicle 
while stationary upon a highway, shall between the hours 
of one hour after sunset and one hour before sunrise, have 
a lighted lamp thereon or a lighted lamp or lamps to the 
front, and either a red lighted lamp or a reflector of a type 
approved by the Regulations, to the rear. 

[Reseke 1942; cu2ioes: 34.) 


35.—(1) Any motor vehicle belonging to a municipal 
fire department may be equipped with such red lights or 
such other coloured lights as may be designated by by-law 
of the council. 


(2) No motor vehicle other than a vehicle which is 
used,— 

(a) for the transportation of any member of a fire- 

brigade or of any fire-fighting equipment; or 

(b) for the transportation of any policeman; or 

(c) for an ambulance; 
shall be equipped with any red light or flashing light visible 
from the front of the vehicle, except signalling lights for 
turning. 
pS A 1942 1032 Ts. BD 31948). 73, Ss, 4; 1949,-c2 105, s; 5. ] 


36.—(1) No motor vehicle shall be equipped with what 
is known to the trade as a search light. 


(2) A spot light may be carried upon any motor vehicle 
and when the vehicle is in motion the ray of light there- 
from shall be directed to the extreme right of the travelled 
portion of the highway in such a manner that the beam of 
light shall strike the extreme right of the travelled portion 
of the highway within seventy-five feet of the vehicle. 

[R.S.A. 1942, c. 275, s. 36. | 


37. Every vehicle carrying a load which overhangs the 
rear of the vehicle to the extent of five feet or more shall 
display upon the overhanging load, at the extreme rear 
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end thereof, during the period from one hour after sunset 

to one hour before sunrise, a red light, and at all other 

times a red flag, sufficient to indicate the projection of 

the load. [R.S.A. 1942, e: 275, s. 37.] 
Brakes. 


38.—(1) Every motor vehicle shall be equipped with 
adequate brakes. 


(2) Every person driving or operating a motor vehicle 
on any highway shall upon request of any police constable 
or of any officer appointed for the carrying out of the 
provisions of this Act or of The Public Service Vehicles 
Act, permit the constable or officer to inspect and test the 
brakes with which the motor vehicle is equipped, and for 
that purpose to operate the motor vehicle, or at the option 
of the constable or officer the person for the time being 
operating the vehicle shall operate the motor vehicle as 
directed by him for the purpose of the inspection and 
testing of the brakes, and the constable or officer shall, 
if the brakes are not adequate, notify the person operating 
the vehicle thereof, and thereupon the operator shall forth- 
with proceed to have the brakes made adequate. 


(3) The service brakes upon any motor vehicle which 
is equipped with two-wheel brakes shall be deemed to be 
not adequate unless they are capable of bringing the 
vehicle to a standstill when the brakes are applied when 
the vehicle is moving at a speed of twenty miles an hour 
within a distance of forty feet from the point at which 
the brakes are applied, when loaded to its full capacity on 
a level surface consisting of dry paving of asphalt or con- 
crete which is free from loose material. - 


(4) The service brakes upon any other motor vehicle or 
combination of vehicles shall be deemed to be not adequate 
unless they are capable of bringing the vehicle or 
combination of vehicles to a standstill when the brakes 
are applied when the vehicle or combination of vehicles 
is moving at a speed of twenty miles an hour within a 
distance of thirty feet from the point at which the brakes 
are first applied, when loaded to its full capacity on a level 
surface consisting of dry asphalt or concrete paving free 
from loose material. 


(5) The hand brake upon any motor vehicle or com- 
bination of motor vehicles shall be deemed to be not ade- 
quate unless it is capable of bringing the vehicle 
or combination of vehicles to a standstill when the brake 
is applied when the vehicle or combination of vehicles is 
moving at a speed of twenty miles an hour within a distance 
of fifty-five feet from the point at which the brake is 
first applied, when loaded to its full capacity on a level 
surface consisting of dry asphalt or concrete paving free 
from loose material; and shall be capable of holding the 
vehicle or combination of vehicles at a standstill upon any 
grade upon which the same is operated. 
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(6) All brakes shall at all times be maintained in good 
working order and shall be so adjusted that the brake 
pressure upon the wheels on each side of the vehicle is 
as nearly as possible equal, [R.S.A. 1942, c. 275, s, 38. ] 


General. 


39.—(1) Every motor vehicle, motor cycle and bicycle 
shall be equipped with an adequate horn, gong or bell and 
it shall be kept in good working order and shall be sounded 
whenever it is reasonably necessary to warn persons on or 
approaching the highway in the vicinity of the vehicle or 
motor cycle or bicycle. 


(2) No person having the control of any motor vehicle, 
motor cycle or bicycle shall use the horn, gong, bell or 
other signalling device thereon except for the purpose of 
giving notice to persons on or approaching the highway in 
the vicinity of the motor vehicle, motor cycle or bicycle 
of the approach of the vehicle, and in so doing shall not 
make any more noise than is reasonably necessary for 

DRS. A. 1942, c. 275, s. 39. | 


40.—(1) Every motor vehicle using gasoline or other 
fluid of a like nature shall be equipped with a muffler of 
such kind and description as to prevent any unreasonable 
noise in the operation of the engine of the vehicle. 


(2) No person operating, or having under his control, 
or in his charge any motor vehicle on any highway in any 
city, town or village, shall cut out the muffler, or open 
the cut-out of the vehicle, while the engine thereof is in 
operation. [R.S.A. 1942, c. 275, s. 40.] 


4%.—(1) Every motor vehicle shall carry a mirror 
securely attached to it and placed in such a position as to 
afford the driver a clear view of the roadway in the rear, 
and of any vehicle approaching from the rear. 


(2) In any case where the view afforded by any such 
mirror is obstructed or interfered with by a trailer attached 
to the motor vehicle or otherwise, a side rear vision 
mirror or other mirror shall be attached to the motor 
vehicle and placed in such a position as to afford the driver 
a clear view of the roadway in the rear and of any vehicle 
approaching from the rear. [R.S.A. 1942, c, 275, s. 41.] 


PART III. 
RATE OF SPEED. 


42.—(1) No person shall drive a motor vehicle on a 
highway at any rate of speed which is unreasonable having 
regard to all the circumstances of the case, including the 
nature, condition and use of the highway, and the amount 
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of traffic which then is, or might reasonably be expected 
to be, on the highway. 

Speed limit (1a) No person shall drive a motor vehicle on a high- 
way at a rate of speed greater than fifty-five miles per hour. 


girs (1b) No person shall drive a motor vehicle on a high- 
way at a rate of speed greater than forty-five miles per hour 
at any time when its headlamps are required to be alight. 


abt ae (2) Any person driving any motor vehicle within any 
unreasonable city, town or village at a greater rate of speed than twenty- 
five miles per hour, or at a greater rate of speed than 
ten miles per hour in turning a corner, shall prima facie 


be deemed to be driving at an unreasonable rate of speed. 


Blind curves (3) Any person driving a motor vehicle, when approach- 
ing or at a street corner or curve where the driver of the 
vehicle has not a clear view of the approaching traffic, 
at a greater rate of speed than ten miles per hour in a 
city, town or village, or twelve miles per hour outside a 
city, town or village, shall prima facie be deemed to be 
driving at an unreasonable rate of speed. 

[RAS A, 1942, e: 275, 6. 42 1948) en ise, 


Speed limit 42a.—(1) The Lieutenant Governor in Council, from 
in special time to time, in respect of any designated highway or portion 


thereof, may by order, fix a maximum speed limit applicable 
to all vehicles or to any class or classes of vehicles while 
travelling over the said highway or portion thereof designat- 
ed in the order. 


veces (2) Any order made pursuant to subsection (1) shall 
be published in The Alberta Gazette and the Minister of 
Public Works shall erect such signs along the highway or 
portion thereof as he deems adequate to notify any person 
driving a vehicle thereon of the maximum speed limit so 
fixed. 


(3) No person shall drive a motor vehicle on any high- 
way or portion thereof designated in the order at any rate 
of speed in excess of the maximum speed limit fixed by the 
said order and published by the signs erected as aforesaid. 

(1949, c. 104, s. 6. | 


ppced pal ae 43. Any motor vehicle equipped with a siren,— 
sounded (a) which is being used for the transportation of any 
member of a fire brigade or any policeman or any 


fire-fighting equipment to a fire; or 


(b) which is being used for the transportation of any 
policeman for the purpose of detecting or prevent- 
ing crime or making arrests; or 


(c) which is an ambulance and is being used in response 

to an emergency call,— 
may whilst being so used and whilst the siren is being 
continuously sounded be operated at such speed as is 
reasonable and proper having regard to the traffic ordin- 
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arily upon and the use of the highway and the fact that it 
is being so used. [R.S.A. 1942, c. 275; s. 43. ] 


43a.—(1) The Minister of Public Works or any engineer 
employed by the Department of Public Works, by an order 
in writing, may fix a maximum speed limit in respect of any 
designated highway under construction or repair or portion 
thereof, applicable to all vehicles or to any class or classes 
of vehicles while travelling over the said highway or portion 
thereof designated in the order. 


(2) The Minister of Public Works shall erect such signs 
along the said highway under construction or repair or por- 
tion thereof designated in the order as he deems adequate to 
notify any person driving a motor vehicle of the maximum 
speed limit so fixed. 


(3) No person shall drive a motor vehicle on any high- 
way or portion thereof designated in the order at any rate 
of speed in excess of the maximum speed limit fixed by the 
said order and published by the signs erected as aforesaid. 

[1948, c. 73, s. 3. ] 


(4) In any prosecution under this section an order in 
writing purporting to be signed by the Minister of Public 
Works or by any engineer employed by the Department of 
Public Works shall be admissible in evidence without proof 
of the signature and shall be prima facie evidence that the 
order was made as it purports to have been. 

MM O48eor73 0s. 8 21949). 104,627. 


44,.—(1) The council of a municipality or other auth- 
ority having jurisdiction over a highway may make regu- 
lations limiting the rate of speed of any vehicle passing 
over a bridge, and may therein fix a penalty not exceeding 
twenty dollars for the breach thereof, and notice of the 
limit of speed fixed by the regulation shall be posted up 
in a conspicuous place at each end of the bridge. 


(2) Such notice shall be in the following form: 
“NOTICE. 


“Any person riding or driving over this bridge at a 
faster rate than miles an hour shall, on 
conviction thereof, be subject to a fine of 
dollars.” FR S.A. 1942, Colo, 6. 4.) 


PART IV. 
RULES OF THE ROAD. 


45. Outside the limits of cities, towns and villages, any 
person operating a motor vehicle, upon approaching a 
graded portion of any highway where, on account of the 
manner of the construction of the grade, it is impossible 
or dangerous for the motor vehicle and another motor 
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vehicle or a horse or horses being driven in an opposite 
direction to pass each other, shall, before entering upon 
or along the graded portion of the highway, stop the 
motor vehicle, and if any other motor vehicle or horse or 
horses being driven as aforesaid, is or are upon the graded 
portion, wait until the motor vehicle, horse or horses have 
first passed along the grade and passed the motor vehicle 
before he proceeds. [R.S.A. 1942, c. 275, s. 45.| 


4G. No person driving a motor vehicle shall pass or 
attempt to pass any other motor vehicle proceeding in the 
same direction on any hill, curve or bridge or any of the 
approaches thereto. [RS A... 1942, €. 210g Se 


47,.—(1) Any person acting as the driver of a vehicle 
shall when meeting another vehicle keep his vehicle at all 
times to the right of the centre line of the highway. 


(2) If any person acting as the driver of a vehicle 
desires to pass another vehicle or horseman travelling upon 
a highway in the same direction, he shall sound his horn 
before commencing to pass and he shall in passing keep 
his vehicle to the left of the other vehicle or horseman or 
to the left side of the centre line of the highway. 


(3) Any person acting as the driver of a vehicle shall 
not drive to the left side of the centre line of a highway 
in overtaking and passing another vehicle or horseman 
unless the left side of the highway is free of approaching 
traffic for a sufficient distance ahead to permit such 
person to overtake and pass the other vehicle or horseman 
in safety. 


(4) If any horseman or person acting as the driver of a 
vehicle is overtaken upon a highway by a vehicle travelling 
in the same direction, he shall allow such vehicle to pass 
and shall keep to the right of the centre line of the high- 
way so as to allow the free passage of the road by the 
overtaking vehicle. 


(5) If any driver of a vehicle cannot for any reason 
keep to the right or the left of the centre line of the high- 
way so as to allow the immediate free passage of the road 
by another vehicle, as directed by this section, he shall 
stop and, if necessary, aid the driver of the other vehicle 
to pass in any manner practicable. 


(6) Any person riding a bicycle or a horse and any 
person acting as the driver of a slow-moving vehicle shall 
ride or drive as near to the right side of the travelled portion 
of the highway as circumstances and weather conditions 
permit. 


(7) No bicyclist, mortorcyclist or horseman shall ride 
more than two abreast on any highway. 


(8) If two or more bicyclists, motorcyclists or horsemen 
are overtaken on a highway by a vehicle travelling in the 


ESS > 
( 
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same direction which sounds its horn to pass, the bicyclists, 
motorcyclists or horsemen, as the case may be, shall travel 
in single file and shall ride as near to the right side of the 
travelled portion of the highway as circumstances and 
weather conditions permit. 

[R.S.A., 1942, c. 275, 8.47; 1948, ¢.73, 8.4. | 


48.—(1) No person shall drive a motor vehicle to which 5 


a siren is attached other than a motor vehicle which is 
used,— 


(a) for the transportation of any member of a fire 
brigade or of any fire fighting equipment; or 


(b) for the transportation of any policeman; or 


(c) for an ambulance,— 
unless the Minister has specifically authorized him so to do. 


(2) Any person driving a motor vehicle and meeting or 
being overtaken by a motor vehicle on which a siren is 
being sounded, shall, bring the vehicle he is driving to a stop 
at the extreme right hand side of the highway as soon as is 
reasonably possible, and shall remain stopped until the 
vehicle sounding its siren has passed. 

[R.S.A. 1942, c. 275, s. 48; 1949, c. 104, s. 8. | 


49.—(1) No person shall park or leave standing any 
vehicle, whether attended or unattended, upon the travelled 
portion of a highway outside of a city, town or village, when 
it is practicable to park or leave the vehicle off the travelled 
highway; provided, that in any event, no person shall park 
or leave standing any vehicle, whether attended or un- 
attended upon the highway unless a clear and unobstructed 
width opposite the vehicle is left for free passage of other 
vehicles thereon, and unless a clear view of the parked or 
standing vehicle may be obtained for a distance of two 
hundred feet along the highway in both directions. 


(2) No vehicle shall remain at a standstill on any high- 
way for longer than one minute at any place which is 
within thirty feet of the point of intersection of that 
highway with any other highway. 

[R.A 1942..¢, 210,8. 49, | 


50. The driver of every vehicle shall, before turning the 
vehicle to right or left or stopping it, give such signals of 
his intention so to do in such manner as may be prescribed 
by the Regulations. PReScA) 1942 65275, 6.50.) 


51. Any person driving a vehicle on a highway shall, 
at the intersection of the highways, keep to the right of 
the intersection of the centre lines of the highways when 
turning to the right, and keep to the right of the intersection 
of the centre lines when turning to the left. 

PRS AL 942ic. 275, sorb] 


ren 
prohibited 


Vehicles 
stop when 
siren 
sounded 


Parking on 
highway 


Driving 
signals 


Turning at 
intersections 


Yielding of 
right-of- 
way 


Stop streets 


Driving in 
city, town 
or village 


Maintenance 
vehicles 


Passing 
street car or 
school van 
prohibited 


20 VEHICLES AND HIGHWAY TRAFFIC 


o2.—(1) When two vehicles approach or enter an inter- 
section at approximately the same time, the driver of the 
vehicle on the left shall yield the right-of-way to the vehicle 
on the right, except as otherwise provided in this Part. 

(2) The driver of a vehicle approaching but not having 
entered an intersection shall yield the right-of-way to a 
vehicle within the intersection and turning therein to the 
left across the line of travel of such driver if the driver 
of the vehicle turning left has given a plainly visible signal 
of his intention so to turn. | 

| RAS.A. 19426, 275852 GA Tense 


03.—(1) Every vehicle being about to enter upon any 
main or secondary Provincial highway as defined in The 
Public Highways Act, or upon any other highway, 
which, at the request of the local governing body has been 
designated and marked as a highway at which vehicles are 
required to stop, or upon any intersection at which it is 
required to stop by any by-law of any city, town or village, 
shall be brought to a stop at a point not less than ten feet 
nor more than fifty feet from such highway, and shall 
not enter upon the highway either for the purpose of 
crossing it or of proceeding along it until the conditions 
of traffic on the highway are such that the vehicle can enter 
upon the highway with safety. 


(2) The driver of a vehicle entering a highway from 
a private road or drive or from an alley-way or lane or from 
a street or highway on which he is required to stop before 
entering such highway, shall yield the right-of-way to all 
vehicles upon such highway. [RSeAs 1942... ¢e2 tomsa au) 


o4. No person shall drive any vehicle on any street or 
highway within any city, town or village in such a manner 
that the same crosses from one side of the street or high- 
way to the other side thereon between intersecting streets 
or highways. bRiswAs 1942) ca 2p nsaoae 


oo. Notwithstanding any other provision of this Act, 
every person whilst engaged upon the work of maintenance 
of a highway shall be entitled to drive or operate any 
vehicle required for the work, upon such portion of the 
highway as may be requisite for the necessary, regular or 
convenient discharge of his duties. 

[RiSwA. 19427 en2Toy s455.| 


56. When a street railway car or a van operated by a 
school district for the transportation of school children, 
which bears a sign both in the front and rear thereof with 
the words “School Van” thereon, has stopped to receive or 
discharge passengers, no vehicle shall overtake and pass 
such car or van until all persons who are about to enter 
or leave the same are safely clear of the path of the vehicle: 


Provided, however, that nothing in this section shall be 
deemed to prevent any vehicle from passing a stationary 


ee 


VEHICLES AND HIGHWAY TRAFFIC 21 


street railway car at an intersection where a safety zone 
has been provided for passengers. i ; 
WRES Are 19427 ¢:n275,98s156.1| 


57. An operator of any vehicle, when transporting gaso- 
line other than the gasoline used for propelling the vehicle 
and contained in the tank or container of the motor 
vehicle, shall, before proceeding over any level railway 
crossing, whether or not a train can be seen or heard 
approaching the crossing, bring the vehicle to a dead stop 
and shall not proceed until satisfied that it is safe to do so. 

ERS A042 Coy 6.60 1'| 


58.—(1) If an accident occurs to any person whether on 
foot or horseback or in a vehicle, or to any horse or vehicle 
in charge of any person in which accident a motor vehicle 
is in any manner, whether directly or indirectly involved 
the person in charge of the motor vehicle shall return to the 
scene of the accident, render all reasonable assistance, and 
give to any person sustaining loss or injury or to any peace 
officer or to a witness, his name and address, and also 
the name and address of the owner of the motor vehicle, 
and the registration number of the motor vehicle, together 
with such other information as may be requested. 


(2) Every person in charge of a motor vehicle who is 
directly or indirectly involved in an accident shall, if the 
accident results in personal injuries, or in damage to prop- 
erty apparently exceeding seventy-five dollars, report the 
accident forthwith to the nearest police officer or constable, 
and furnish him with a written statement concerning the 
accident on such forms as may be prescribed by the Minister. 


(3) Where such person is physically incapable of making 
a report, and there is another occupant of the motor 
vehicle, the other occupant shall make the report. 


(3a) Any written statement made pursuant to the pro- 
visions of subsection (2) or subsection (3) shall be without 
prejudice, shall not be open to public inspection, and the fact 
that such statement has been so furnished shall be admis- 
sible in evidence solely to prove compliance with this section, 
and no such statement or any part thereof shall be admiss- 
ible in evidence for any other purpose in any trial, civil or 
criminal, arising out of a motor vehicle accident. 

(4) Every police officer or constable receiving a report 
of an accident shall secure from the person making the 
report, or by other inquiries where necessary, such par- 
ticulars of the accident, the persons involved, the extent 
of the personal injuries or property damage, if any, and 
such other information as may be necessary to complete 
a written report concerning the accident to the Minister. 


(5) Every officer or constable of the Royal Canadian 
Mounted Police, and every chief of police, municipal clerk, 
or officer or constable of municipal police who receives or 
completes any report made pursuant to this section shall, 
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within twenty-four hours after the receipt or completion 
of the report, mail or deliver a copy of the same to the 
Minister on such forms as may be prescribed by the 
Minister. 


(6) Every insurance company which receives a claim, 
under a motor vehicle liability policy, in respect of personal 
injuries, or damage to property exceeding seventy-five dol- 
lars, shall forthwith give notice thereof to the Minister and 
shall furnish such other information as the Minister may 
require. 

[{R.S.A. 1942, 6. 275.'8: 08 1947, c. 67; 3) 271949, & 1044-9 


PART V. 
RIGHTS AND DUTIES OF PEDESTRIANS. 


59.—(1) At intersections of highways where traffic is 
controlled by traffic control signals, pedestrians shall cross 
the highway only in the direction in which vehicles are 
permitted to move, and drivers of vehicles when turning, 
shall yield the right-of-way to pedestrians when so crossing. 


(2) The operator of a vehicle or street railway car 
shall yield the right-of-way to a pedestrian crossing the 
roadway upon or within any crossing at an intersection 
except at intersections where the movement of traffic is 
regulated by a police officer or traffic control signal, or at 
any point where a pedestrian tunnel or overhead crossing has 
been provided. This provision shall not relieve the pedes- 
trian from the duty of exercising due care for his safety. 


(3) Whenever any vehicle is stopped at a marked cross- 
ing or at any intersection to permit a pedestrian to cross 
the roadway, it shall be unlawful for the operator of any 
other vehicle approaching from the ‘rear to overtake and 
pass the stopped vehicle. 


(4) Every pedestrian crossing a roadway at any point 
other than within a marked or unmarked crossing shall 
yield the right-of-way to vehicles and street railway cars 
upon the roadway, provided that this provision shall not 
relieve the driver of a vehicle or street railway car from 
the duty of exercising due care for the safety of pedestrians. 


(5) At intersections where traffic is controlled by traffic 
control signals or by a police officer, operators of vehicles 
and street railway cars shall yield the right-of-way to 
pedestrians crossing or those who have started to cross 
the roadway on a green or “go” signal, and in all other 
cases, pedestrians shall yield the right-of-way to vehicles 
and street railway cars lawfully proceeding directly ahead 
on a green or “go” signal: 


Provided, however, that the provisions of this subsection 
shall not apply so as to make it unlawful for street railway 
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cars or trolley buses forming part of the municipal street 
railway system of a city to turn to the right or to the left 
at the intersections referred to herein, without regard to 
the illuminated traffic control signals. 

(6) In any case where a sidewalk or path is located Pedestrians 
beside any highway, pedestrians shall at all times when Saewaticns 
reasonable and practicable to do so, use the sidewalk or 
path, and shall not walk or remain on the highway; pro- 
vided, however, that this provision shall not relieve the 
driver of a vehicle from the duty of exercising due care 
for the safety of pedestrians. 


(7) No person shall walk or remain on the paved or Pedestrians 
travelled portion of a highway otherwise than close to his (gg? *° 'P 
left hand edge of that portion and any driver approaching 
and passing a pedestrian so walking on a highway shall 
drive as near to the centre of the road as he may safely 
do, and shall pass on the right hand side of such person. 

PRS At 1942 C205 S009. | 


PART VI. 
PROHIBITIONS. 


60. No person shall use, interfere or tamper with any Use of motot 
motor vehicle or any of its accessories, or anything placed bape aN i 
therein or thereon, without the consent of the owner. prohibited 


[R.S.A. 1942, c, 275, s. 60. | 


61. No person shall,— ede te 
defacing 


(a) deface or alter any number plate issued under the number 


50S : x plates 
provisions of this Act; or prohibited 


(b) use or permit the use of any defaced or altered 
number plate; or 


(c) permit any number plate issued to him to be used 
in contravention of the provisions of this Act. 
[R.S.A. 1942, c. 275, s. 61. | 


62. No vehicle shall be operated on any highway unless Operation 


all the requirements of Part II as to the equipment thereof proper 
are at all times complied with. [R.S.A. 1942, c. 275, s. 62.] Saepitea 


63.—(1) No person shall throw, place, leave or allow to wea ee ae 
be left upon a highway any glass, nails, scraps of metal or on highway 


other material injurious to the tires of a motor vehicle. De eat 


(2) No person shall unless authorized so to do by the 
highway authority, deposit ashes, sand, soil, or any other 
matter upon a snow-covered highway. 

[R-S.A. 1942, c. 275, s. 63; 1948, c. 73, s. 6.] 


64.—(1) No person who owns, controls or is in posses- Live stock 
A ‘ . ° ‘ on highway 
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which are abutting on property which is separated from the 
highway by a fence, wall, hedge, sidewalk, curb, lawn or 
building, unless the stock is in charge and control of some 
competent person or persons. 


(2) Between the hours of sunset and sunrise, no person 
shall drive any live stock upon, over or across any highway 
without keeping a sufficient number of herders on duty to 
open the road and permit the passage of vehicles at any 
time. 


(3) In this section, “highway” means main highways, 
secondary highways, and district highways as defined in 
sections 7, 9, and 11, respectively of The Public Highways 
Act. [R.S.Ay 1942, -¢. 276) 8.645 1948,,c Toticeras 


65.—(1) No person shall employ for hire anyone who 
is not the holder of a chauffeur’s license, to drive a motor 
vehicle. 


(2) Except as otherwise provided herein, no person 
shall permit anyone who is not the holder of a driver’s 
or chauffeur’s license to drive his motor vehicle. 

LRSA.1942, ¢, 270,500) 


66. No person shall hire or let for hire a motor vehicle 
unless the person by whom the motor vehicle is to be driven 
is authorized under the provisions of this Act to drive the 
motor vehicle [RAS A. 1942, Ga 27 besh66e) 


67. No person shall drive a motor vehicle upon a high- 
way in a race, or on a bet or wager. 
[Russ 1942 "en 275 1sn Geel 


67a.—(1) No person acting as the driver of a vehicle 
upon any highway shall permit any person to occupy the 
front seat thereof in such a manner as to impede the driver 
in the free and uninterrupted access to and use of the steer- 
ing wheel, brakes and other equipment required to be used 
for the safe operation of the said vehicle, nor shall any such 
driver permit any person in the vehicle to cause any ob- 
struction to his clear vision in any direction. 


(2) No person in any vehicle upon any highway shall 
ride in such position as to interfere with the driver’s control 
over the driving mechanism of the vehicle or so as to ob- 
struct his clear vision in any direction. [A94S ren TS tah oul 


67b. No person under the age of sixteen years shall 
drive any scooter or power bicycle unless the motor of such 
vehicle is so adjusted or governed that it is unable to attain 

a speed in excess of twenty miles per hour. 
[ 1949, c. 104, s. 10. | 


67c.—(1) No person who drives a tractor equipped with 
rubber tires upon any highway shall violate any rule of 
the road contained in sections 45 to 58 inclusive of Part IV. 


a a 
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(2) For the purpose of any rule of the road contained 
in Part IV and of any other provisions of this Act relating 
to the enforcement of any such rule of the road every tractor 
equipped with rubber tires which is driven upon any high- 
way shall be deemed to be a motor vehicle within the mean- 
ing of this Act. [1949, c. 104, s. 10.| 


68.—(1) No person shall in respect of any motor 
vehicle other than a motor vehicle duly licensed under The 
Public Service Vehicles Act, sell or offer to sell tickets 
for the transportation of passengers or property by means 
of a motor vehicle in any case where that transportation 
involves the travel by motor vehicle over any highway or 
part of a highway outside the corporate limits of any city, 
town or village. 


(2) No person shall in respect of any motor vehicle 
other than a public service vehicle duly licensed under The 
Public Service Vehicles Act, or a motor vehicle licensed for 
the purposes of the business of a liveryman, by advertising 
or otherwise solicit the transportation of passengers or 
property by means of a motor vehicle in any case where 
that transportation involves the travel by motor vehicle over 
any highway or part of a highway outside the corporate 
limits of any city, town or village. 


(3) No person not being the owner or operator of a 
public service vehicle or the authorized agent of such owner 
or operator shall operate a travel bureau or place for the 
sale of tickets or for soliciting or advertising the sale of 
tickets for the transportation of persons on highways outside 
of a city, town or village by motor vehicle. 

URsStAS O42 co2 75, 6268. 


69. Every person who is driving a vehicle shall, immedi- 
ately he is signalled or requested to stop by a constable or 
police officer in uniform, bring his vehicle to a dead stop 
and furnish such information respecting the vehicle 
as the constable or police officer may require and shall 
not start the motor vehicle until such time as he is per- 
mitted so to do by the constable or police officer. 

IR.S.A. 1942, c. 275, s- 69. | 


70.—(1) No person other than the highway authority ¢ 


or a person authorized so to do by the highway authority, 
shall erect or display on or in the vicinity of any highway 
any sign or notice giving any warning or direction as to 
the use of any highway by any person on a highway. 


(2) No person shall throw down, deface or otherwise 
injure any sign lawfully erected by or under the direction 
of the highway authority for the purpose of guiding or 
warning motorists or other travellers. 

[Reo A O42 Cr 2 7a. s.00e) 
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71.—(1) No person shall sell or offer for sale or 
expose for sale any portion of a motor vehicle or of the 
engine thereof or any accessory therefor which has been 
serially numbered by the manufacturer or maker, if the 
serial number has been removed, obliterated or effaced 
or if the serial number is not clearly visible. 


(2) This section shall not apply to the sale of tires 
which are sold as seconds. [R.S.AL 194256) 275, aa. | 


72. No person shall use or be in possession of a driver’s 
or chauffeur’s license belonging to any other person or of 
a driver’s or chauffeur’s license which is fictitious or 
which has been cancelled or suspended, nor shall any person 
who holds a driver’s or chauffeur’s license permit any 
other person to use or be in possession of such license. 

[RSA 19426, 275 268%) 


73. No person shall apply for or procure or attempt to 
procure the issuance of a new driver’s or chauffeur’s 
license to himself during a period when his license is 
cancelled or suspended or during a period when he is 
disqualified from holding a license, notwithstanding that 
the year for which the license was issued has expired. 

[R.S:A 1942, © 205.7 Se eel 


74. No person shall apply for or procure or attempt to 
procure the registration of a motor vehicle during a period 
when the registration of the motor vehicle or the certificate 
of registration issued therefor is suspended or cancelled. 

[Rest Asl94? set 5 earns 


7S. No chauffeur shall permit any other person to possess 
or use his badge, nor shall any person use or possess,— 


(a) a chauffeur’s badge belonging to another person; 


(0) a chauffeur’s badge issued or renewed in respect 
of any year other than the current year; 


(c) a fictitious chauffeur’s badge. 
[R.StAs 1942 %6): 275.5. Fb.) 


PART VII. 
ADMINISTRATION. 


General. 


76. All the powers, duties and functions vested in, im- 
posed on, or exercised by the Minister pursuant to any of 
the provisions of this Act in so far as they apply or relate 
to,— 


Se 
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(a) public service vehicles and commercial vehicles 
within the meaning of The Public Service Vehicles 
Act; 


(b) the licensing of operators of public service vehicles 
and commercial vehicles ; 


(c) the licensing of chauffeurs; 


(d) the financial responsibility of the owners and drivers 

of public service vehicles and commercial vehicles,— 

are hereby vested in and imposed on the Minister of Public 

Works, and shall be exercised and administered by him 
under the provisions of The Public Service Vehicles Act. 

ERUS:AGH942, C295, s:'76: | 


V7. The Lieutenant Governor in Council may on the 
recommendation of the Minister appoint such persons or 
officers as may be deemed necessary for enforcing and 

[R.S.A. 1942, c. 275, 8. 77.] 


78. All members of the Royal Canadian Mounted Police 
and all police constables and officers and all other peace 
officers, shall be ex officio officers for the purpose of 
carrying out and enforcing the provisions of this Act. 

[RIS.A. 1942, €2275,82:78.| 


79. The Lieutenant Governor in Council may on the 
recommendation of the Minister, make such regulations as 
are necessary to carry out the provisions of this Act accord- 
ing to their obvious intent or to meet cases which arise 
and for which no provision is made by this Act, and with- 
out in any way restricting the generality of the foregoing, 
may make regulations,— 


(a) prescribing forms and fixing the times at which 
and the persons to whom returns shall be made; 


(b) prescribing the design and position of lights and 
reflectors to be used upon vehicles; 


(c) prescribing the requirements as to brakes on motor 
vehicles and requiring the periodic inspection, test- 
ing and adjustment thereof ; 


(d) prescribing the form, design and manner of display 
of any marker or number plate issued by the Min- 
ister instead of the prescribed number plate or 
plates, and making any incidental provisions that 
may be necessitated by the substitution of the 
marker or number plate for the prescribed number 
plate or plates; 

(e) prescribing any equipment required and the types 
and uses thereof on motor vehicles; 

(f) requiring the periodic inspection, testing, and ad- 
justment of any mechanical equipment of any 
motor vehicle; 


Appointment 
of officers 


R.C.M.P. and 
police 

ex officio 
officers 


Regulations 


Appointment 
of motor 
vehicle 
inspectors 


Delegation 
of Minister’s 
powers 


Inspection 
of dealers’ 
premises in 
daytime 


Production 
of license 


Inspection 
of vehicle 
on highway 


28 VEHICLES AND HIGHWAY TRAFFIC 


(g) prescribing and requiring the use of devices and 
other means to prevent accidents or thefts of 
motor vehicles; 


(h) prescribing fees for licenses, permits and certifi- 
cates required pursuant to this Act or the Regu- 
lations; 


(7) prescribing terms and conditions governing the 
registration, use and operation of motor vehicles 
whether new or second-hand, which are owned, kept 
or used by any manufacturer or dealer; 


(7) prescribing generally as to any other matter or 
thing deemed necessary for the better carrying 
out of the intention and the provisions of this 
Act, the doing of which is permitted by this Act. 

LR.S.A. 1942, ¢ 275. soca 


80.—(1) The Minister may from time to time appoint 
such persons as he may think fit as motor vehicle inspec- 
tors who shall have such duties as may be assigned to 
them by him. 


(2) The Minister may delegate all powers conferred 
upon him by this Act to such person or persons as he may 
deem advisable. (RSA: 1942 -¢: 2752) sue 


Powers of Officers. 


81. Any motor vehicle inspector appointed by the Min- 
ister or any police officer or constable shall have the right 
and power without further authority in the daytime, that 
is to say, in the interval between six o’clock in the forenoon 
and nine o’clock in the afternoon of the same day, to enter 
the business premises of any dealer in motor vehicles, or 
person or persons conducting a motor vehicle livery, or 
other place where motor vehicles are kept for hire or sale, 
for the purpose of ascertaining whether or not the pro- 
visions of this Act are being complied with in respect to 
the motor vehicles in any of such places and by the several 
employees therein. [RS At LOA 2 tC Ld Sane lee 


82. Every driver of a motor vehicle shall produce his 
license for inspection when requested to do so by any 
inspector or peace officer, [R.S.A. 1942, c. 275, s. 82] 


83. Any inspector or peace officer may at any time stop 
and inspect or cause to be inspected any equipment on a 
vehicle on a highway and may, if such equipment or any 
part thereof does not conform with the provisions of this 
Act or the Regulations, require the driver or owner thereof 
to have the equipment made to comply therewith, and the 
driver or owner thereof shall forthwith proceed to comply 
with the Act or the Regulations. ; 

[R.SeAP L942 "e205, Besar) 


yy 
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84. Any inspector or peace officer who has reason to 
believe that a motor vehicle is carrying number plates 
which were not issued for it, or which although issued 
for it were obtained by false pretences, may take possession 
of such number plates and retain them until the facts 
as to the carrying of such number plates have been 
determined. [R.S.A. 1942, c. 275, s. 84. | 


85. Every inspector or peace officer upon the discovery 
of any motor vehicle apparently abandoned on or near a 
highway or of any motor vehicle without proper registra- 
tion plates, may take the motor vehicle into his custody 
and may cause it to be taken to and stored in a suitable place 
and all costs and charges for removal, care or storage 
thereof, shall be a lien upon the motor vehicle and the same 
may be enforced in the manner provided by The Possessory 
Liens Act. [R.S.A. 1942, c, 275, s. 85. | 


86. Every inspector or peace officer who on reasonable 
and probable grounds believes that any person has com- 
mitted an offence against any of the provisions of the 
sections hereinafter enumerated, whether it has been com- 
mitted or not, may arrest such person without warrant, 
whether such person is guilty or not: 


(a) Section 61 relating to the defacing of number 
plates ; 

(b) Section 28 relating to the exposing of numbers 
other than those upon the number plates in com- 
pliance with the provisions of this Act; 

(c) Section 42, relating to rate of speed of motor 
vehicles ; 

(d) Section 67, relating to the driving of motor vehicles 
in a race, or on a bet or wager ; 

(e) Subsection (2) of section 70, relating to the deface- 


ment of signs. 
[R.S.A. 1942, c. 275, s. 86; 1944, c. 3, s. 1.] 


87. Every person called:upon by an inspector or peace 
officer to assist the inspector or peace officer in the 
arrest of a person suspected of having committed any of 
the offences mentioned in the last preceding section, is 
justified in so doing if he knows that the person calling 
on him for assistance is an inspector or peace officer, and 
does not know that there are no reasonable grounds for 
his suspicion. [ReswAgnl 942. Gi2io. 8. St! 


88.—(1) Every inspector or peace officer who on 
reasonable and probable grounds, believes that any of the 
offences enumerated in section 86 has been committed, 
may seize and detain any motor vehicle in respect of which 
the offence has been committed until the final disposi- 
tion of any proceedings which may be taken under the 
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Release provisions of this Act, and whilst so detained, may make 
such examinations and tests thereof as he deems proper. 


(2) Any motor vehicle so seized may be released on 
security not exceeding one hundred dollars, being given 
to the satisfaction of the inspector, peace officer, or 
justice of the peace or police magistrate, as the case may be. 

[RS Arl942ee2 Th rie) 


Trial or 89. Every inspector or peace officer who arrests with- 

warrant re- . 

quired with- out a warrant any person pursuant to section 86, shall take 

out delay the person so arrested without delay before a justice of 
the peace or a police magistrate and proceed with the 
trial of such person or obtain a warrant for his arrest. 


[R.S.A. 1942, c. 275, 8. 89. ] 


Dealers’ Reports. 


ee, set 90. Every person who buys, sells, wrecks or otherwise 


second-hana deals in second-hand motor vehicles shall forward to the 


ee Minister a record of the same in such form, with such 
particulars and at such times as the Minister may from 
time to time prescribe. [R.S.A. 1942, c. 275, 3790. ] 
Report to 91.—(1) If a motor vehicle, the manufacturer’s serial 


lice if : Yee : 
fgentifying number or other identifying mark of which has been 


eerime ee obliterated or is illegible, is offered for sale to any dealer 
in motor vehicles, he shall forthwith report the matter to 
the nearest police officer and shall not buy, sell, wreck 
or otherwise deal with any such vehicle until he has received 
convincing proof that the person offering the motor vehicle 
for sale has the right to sell the same. 


Record kept (2) Every dealer buying any such motor vehicle shall 
keep a record of the purchase and of the facts convincing 
him of the right of the person offering the motor vehicle 


for sale to sell the same. [R.S.A. 1942, ¢. 275, 5. 91.] 
Robert 4 92. Every person who buys, sells, wrecks or stores motor 
suspicious. Vehicles shall, if a motor vehicle remains in his possession 
ore without good reason or under suspicious circumstances, 


forthwith report the matter to the Minister. 
[RSA 19426, 275) i 920 


pie earch 93.—(1) Every dealer shall, prior to the sixth day of 
an dealers. each month, forward to the Minister a record of all motor 
vehicles sold and delivered by him in Alberta during the 


preceding month. 


(2) The dealer shall give in such record the name and 
address of the purchaser of each vehicle comprised in the 
record and such further particulars as the Minister may 
require, and shall send therewith a statutory declaration 
as to the truth of the statements therein contained. 

PR-S:AR1942,%es 2758) 053} 


ee eee 
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PART VIII. 
PROCEDURE AND EVIDENCE. 


94.—(1) When any loss or damage is sustained or 
incurred by any person by reason of a motor vehicle in 
motion, the onus of proof that the loss or damage did 
not entirely or solely arise through the negligence or im- 
proper conduct of the owner or driver of the motor vehicle 
shall be upon the owner or driver of the motor vehicle. 


(2) This section shall not apply in the case of a collision 
between motor vehicles upon a highway. 
[RAs L942, C4240, 's. 94.| 


95. Where a motor vehicle is operated upon a highway in 
contravention of any provision of this Act, and loss or 
damage is sustained by any person thereby, the onus of 
proof that the loss or damage did not arise by reason of 
the contravention of this Act shall be upon the owner or 
driver thereof. DR Aca 0425 Cul tos Se 90, | 


96. The owner of a motor vehicle for which a certificate 
of registration has been issued under the provisions of this 
Act shall be guilty of an offence and liable for any violation 
of any of the provisions thereof in connection with the 
operation of the motor vehicle, unless the owner proves to 
the satisfaction of the justice of the peace or police magis- 
trate trying the case that at the time of the offence the 
motor vehicle was not being driven by him or by any other 
person with his consent, express or implied: 


Provided that if the owner was not at the time of the 
offence driving the motor vehicle, he shall not in any 
event be liable to imprisonment. | R.S.A. 1942, c. 275, s. 96. | 


97. Upon any person being charged with an offence 
under any of the provisions of this Act, if the justice of 
the peace or police magistrate trying the case be of opinion 
that the offence was committed wholly by accident or 
misadventure, and without negligence, and could not by 
the exercise of reasonable care or precaution have been 
avoided, the justice of the peace or police magistrate may 
dismiss the case. DRS .n O42, Cavedoy Bln | 


98. The proceedings upon information for an offence 
against any of the provisions of this Act where a previous 
conviction is charged shall be as follows: 


(a) The justice or police magistrate shall in the first 
instance inquire concerning the subsequent of- 
fence only, and if the accused be found guilty 
thereof he shall then and not before be asked 
whether he was so previously convicted as alleged 
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in the information and if he answers that he was 
so previously convicted, he shall be sentenced ac- 
cordingly ; but if he denies that he was so previously 
convicted, or does not answer the question, the 
police magistrate or justice of the peace shall then 
inquire concerning the previous conviction or con- 
victions ; 
(b) For the purpose of a second, third or subsequent 
conviction under the provisions of this Act, a copy 
of the certificate of a prior conviction made by the 
convicting police magistrate, the justice of the peace 
or one of the convicting justices of the peace, or the 
certificate of the Minister, shall be prima facie 
evidence of the prior conviction without proof of 
the signature or official character of the person 
signing the certificate and without proof of the 
identity of the person charged with the person 
named in the certificate ; 


(c) In the event of any conviction for any second or 
subsequent offence becoming void or defective after 
the making thereof, by reason of any previous con- 
viction being set aside, quashed or otherwise ren- 
dered void, the justice or police magistrate by 
whom the second or subsequent conviction was 
made shall summon the person convicted to appear 
at a time and place to be named and shall there- 
upon, upon proof of the due service of the sum- 
mons, if such person fails to appear or on his 
appearance, amend the second or subsequent con- 
viction and adjudge such penalty or punishment as 
might have been adjudged had the previous con- 
viction never existed; and the amended conviction 
shall thereupon be held valid to all intents and 
purposes as if it had been made in the first instance. 

ERIS.A: 19420 C320, oes 


99. When proof of ownership of any motor vehicle or of 
the suspension or revocation of any license issued under 
the provisions of this Act is required, the production of a 
certificate purporting to be under the hand of the Minister 
or his deputy, to the effect that the person named therein 
is the registered owner of the vehicle, or that the license 
of the person named therein has been suspended or revoked, 
shall be prima facie evidence thereof, without proof of sig- 
nature or official character. |R.S.A. 1942, c. 275, s. 99.| 


100.—(1) In any case where any person who is the 
holder of a driver’s or chauffeur’s license or in whose name 
a vehicle is registered, is convicted of an offence against 
the provisions of this Act, the judge, police magistrate, or 
justice of the peace before whom the person was con- 
victed, shall forward to the Minister with the conviction, 
a summary outlining the facts and circumstances surround- 
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ing the accident and setting forth the name, address and 
description of the person so convicted, the number of the 
motor vehicle, the number of the section of the Act con- 
travened, and the time the offence was committed. 


(2) If the offence was committed by a licensed chauffeur 
the convicting magistrate shall also set forth the number 
of his license and the name, address and description of his 
employer. Rise Am L942(ca2io, sa LOOK 


101. Nothing in this Act shall be construed to curtail or 
abridge the right of any person to prosecute an action for 
damages by reason of injuries to person or property re- 
sulting from the negligence of the owner or operator of any 
motor vehicle or from the negligence of any agent or em- 
ployee of the owner. PRIA O42 soso toes: LOT] 


102. In an action for the recovery of loss or damage 
sustained by a person by reason of a motor vehicle upon a 
highway, every person driving the motor vehicle who is 
living with and as a member of the family of the owner 
thereof and every person driving the motor vehicle who 
has acquired possession of it with the consent, express or 
implied, of the owner thereof shall be deemed to be the 
agent or servant of the owner of the motor vehicle and 
to be employed as such, and shall be deemed to be driving 
the motor vehicle in the course of his employment, but 
nothing in this section shall relieve any person deemed to 
be the agent or servant of the owner and to be driving 
the motor vehicle in the course of his employment from 
the liability for the damages. 

CRG. As Lo42, Caeioss. LOZ. | 


103.—(1) No action shall be brought against a person 
for the recovery of damages occasioned by a motor vehicle 
after the expiration of twelve months from the time when 
the damages were sustained. 


(2) Notwithstanding subsection (1) of this section, 
when an action is brought within the time limited by this 
Act for the recovery of damages occasioned by a motor 
vehicle and a counterclaim is made or third party pro- 
ceedings are instituted by a defendant in respect of dam- 
ages occasioned in the same accident, the lapse of time 
limited by this Act shall be no bar to the counterclaim or 
third party proceedings. 


(83) Any prosecution or proceedings taken or instituted 
to enforce the provisions of this Act or the Regulations, 
shall be commenced within one month of the time when 
the offence was committed and not afterwards. 


URIS Ay 1942-67 210, Ss." 103.) 
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104.—(1) No person transported by the owner or driver 
of a motor vehicle as his guest without payment for the 
transportation, shall have a cause of action for damages 
against the owner or driver for injury, death or loss, in 
case of accident, unless the accident was caused by the 
gross negligence or wilful and wanton misconduct of the 
owner or operator of the motor vehicle, and unless the 
gross negligence or wilful and wanton misconduct con- 
tributed to the injury, death or loss for which the action 
is brought. 


(2) The provisions of this section shall not relieve any 
person transporting passengers for hire or gain or any 
owner or operator of a motor vehicle while the motor 
vehicle is being demonstrated to a prospective purchaser, 
of responsibility for any injury sustained by a passenger 
being transported for hire or gain or by any such pros- 
pective purchaser. [R.S.Al 1942, C275, oa 


PART IX. 


OFFENCES AND PENALTIES. 


105. Except as otherwise provided herein, any person 
violating any of the provisions of this Act or the Regula- 
tions shall be guilty of an offence and liable on summary 
conviction,— 


(a) for a first offence to a penalty of not more than 
twenty dollars and costs; 


(b) for a second offence to a penalty of not more than 
fifty dollars and costs; 


(c) for a third or subsequent offence to a penalty of 
not more than one hundred dollars and costs. 
PR.SiA, 1942 ec 216s Oe) 


106. Any person failing to produce his driver’s or chauf- 
feur’s license when demanded by any police officer or in- 
spector, shall be guilty of an offence and liable upon sum- 
mary conviction to a penalty of not more than five dollars 
and costs. LRpoh.s 1942. Co cones ule aad 


107. Any person who fails to forward to the Minister 
any record as required by the provisions of Part VII, shall 
be guilty of an offence and liable on summary conviction 
to a penalty not exceeding ten dollars for every day during 
which the default continues. 

PRIS AL1942 962275 ys240TG 


te ge > 
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108. Every person who operates any vehicle on any 
highway without complying with the requirements of Part 
II as to equipment, and every person by whose permission 
any vehicle is so operated, shall be guilty of an offence in 
respect of each and every requirement which is not com- 
plied with. [Res AL. 1942, ¢..2'7D; S.l08.11 


109. Any person who obstructs, molests or interferes 
with any inspector, police officer or constable in the per- 
formance of duties imposed upon him by this Act, shall be 
guilty of an offence and liable on summary conviction,— 


(a) for a first offence to a penalty of not more than one 
hundred dollars and costs; 


(b) for a second offence to a penalty of not more than 
three hundred dollars and costs; 


(c) for a third or subsequent offence to a penalty of not 
more than five hundred dollars, or to imprisonment 
for a term not exceeding six months, or to both 
fine and imprisonment. 

PR-S2A! 1942)"c. 275; s.’109. | 


110. Any person who knowingly makes any false state- 
ment of fact in any application, declaration, or other docu- 
ment required by this Act or by the Regulations, or by the 
Minister, in order to procure the issue to him of a license 
or certificate of registration, shall be guilty of an offence 
and liable on summary conviction in addition to any other 
penalty or punishment to which he may be liable,— 

(a) for a first offence to a penalty of not more than one 
hundred dollars and costs; 


(b) for any subsequent offence to a penalty of not more 
than two hundred dollars and costs, or to imprison- 
ment for any term not exceeding one month, or to 
both fine and imprisonment. 

PS A 9a e276, s. L10; } 


111.—(1) Any person who operates a motor vehicle 
without a subsisting certificate of registration thereof, or 
without a subsisting driver’s or chauffeur’s license, as the 
case may be, shall be guilty of an offence and liable upon 
summary conviction,— 


(a) for a first offence to a penalty of not more than 
one hundred dollars and costs or to imprisonment 
for a term not exceeding thirty days, or to both such 
fine and imprisonment; 

(b) for any subsequent offence to a penalty of not more 
than five hundred dollars and costs or to imprison- 
ment for a term not exceeding six months, or to 
both such fine and imprisonment. 

(2) Any person who operates a motor vehicle after the 
cancellation or suspension of the certificate of registration 
thereof, or of his driver’s or chauffeur’s license, as the case 
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may be, shall be guilty of an offence and liable on summary 
conviction to the penalties provided in subsection (1). 
[RiS-A.; 1942 ee 2757s. Tis 194 ern 4 ea en 


112.—(1) Any person violating the provisions of Part 
III shall be guilty of an offence and liable on summary con- 
viction,— 

(a) for a first offence to a penalty of not more than fifty 
dollars and costs; 


(b) for a second offence to a penalty of not more than 
one hundred dollars and costs; 


(c) for a third or subsequent offence, to a penalty of 
not more than two hundred dollars and costs, or 
to imprisonment for a term of not less than two 
weeks nor more than one month, or to both penalty 
and imprisonment. 


(2) The license of any person committing any offence 
against the provisions of Part III subsequent to a convic- 
tion for a second offence under that part, shall ipso facto 
become forfeited, cancelled and void. 

[| Rin.An. 1942 ec; 20 Sie 


4113.—(1) Whenever any person who is the holder of any 
license, permit or certificate of registration issued pursuant 
to this Act is convicted of an offence against any of the 
provisions of this Act, the convicting judge, police magis- 
trate, or justice of the peace, shall indorse on such license, 
permit or certificate of registration the particulars of the 
conviction, and may suspend or cancel the license, permit 
or certificate of registration. 


(2) Whenever any person temporarily within the Prov- 
ince who is licensed to drive by the law of the place of which 
he is a resident is convicted of an offence against any of 
the provisions of this Act the judge, police magistrate or 
justice of the peace making the conviction, shall indorse on 
such person’s license to drive, the particulars of the convic- 
tion and may by order prohibit such person from driving 
in the Province either permanently or for such period as 
may be stated in the order and indorsed on the license. 


(3) Any person who drives a motor vehicle in the Prov- 
ince during a period when he is prohibited from driving 
in the Province by an order made under subsection (2) shall 
be guilty of an offence against this Act. 

[R.S.A. 1942, ¢. 275.S.h13 34.949 sean 4me ace 


114. Any person who has a bicycle on any highway in 
contravention of paragraph (0) of subsection (1) of sec- 
tion 34, shall be guilty of an offence and liable on summary 
conviction,— 

(a) for a first offence to a penalty of not more than ten 
dollars and costs; 
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(b) for a second or subsequent offence, to have the 
bicycle impounded for a period of not less than 
seven days, and to a fine of not more than twenty 
dollars and costs. Pip o42 Cr aio, Soul. | 


115.—(1) Where any person has been convicted of any 
offence against the provisions of section 42 or section 67 
committed in a city, and is within a period of one year 
thereafter convicted of a similar offence in any city, the 
magistrate, justice of the peace or justices of the peace 
making the conviction may by the conviction or by a sub- 
sequent order direct that the motor vehicle in which the 
offence was committed, if the person convicted is the 
owner thereof, or has any beneficial interest therein, shall 
be impounded and kept by the police at the cost and 
risk of the person so convicted, for not more than fourteen 
days. 


(2) When any person after having been convicted of 
any offence which may lead to the impounding of his motor 
vehicle is subsequently convicted of any offence against the 
provisions of section 42 or section 67 within a city, the 
vehicle in which the offence was committed may be im- 
pounded under the same conditions as are set out in 
subsection (1) hereof, save that the impounding may be 
for a period of not more than six months. 


(3) The proper cost of keeping and storing any motor 
vehicle so impounded shall be paid by the person con- 
victed upon his conviction and if not so paid shall be deemed 
to form a lien upon the motor vehicle, and shall more- 
over be recoverable by distress in the same manner as any 
fine imposed under this Act. LReowAel942..0.275,8. 115. | 


116. Any person violating any of the provisions of sec- 
tion 68 shall be guilty of an offence and liable on summary 
conviction to a penalty of not more than two hundred dol- 
lars and costs, and in default of payment to imprisonment 
for a term of not more than ninety days. 

L Rio AL1942,-¢; 2755.8; 1164 


117. Every person who,— 


(a) brings any motor vehicle into the Province for tem- 
porary use for the purpose of touring for pleasure, 
and fails in contravention of section 12, to give 
the notice required by section 12; or 


(b) makes in any notice given by him for the purposes 
of section 12 any false statement; or 


(c) being in possession of a motor vehicle in respect 
of which a wind-shield sticker has been issued 
under section 12, and being requested by any police 
officer or constable to display the sticker, refuses 
or fails to display the sticker; or 
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(d) being in possession of a motor vehicle in respect 
of the entry of which into the Dominion a customs 
permit has been obtained, and being requested by 
any police officer or constable to exhibit the cus- 
toms permit, refuses or fails to exhibit the same,— 

shall be guilty of an offence and liable on summary con- 
viction to a penalty of not more than three hundred dollars. 
[RSA 19426. 2 fo sake] 


PART X. 
RIGHTS OF MUNICIPALITIES. 


418.—(1) A moiety of all fines and penalties imposed 
by this Act shall enure to the benefit of the municipalities 
within which convictions are made, in all cases in which 
prosecutions have been instituted by or under muni- 
cipal authorities, or by officers appointed by them, and the 
other moiety thereof shall belong to the Province and form 
part of the General Revenue Fund. 


(2) In all other cases the fines and penalties shall enure 
to the benefit of the Province and shall form part of the 
General Revenue Fund. 


(3) Any moiety payable to a municipality shall be trans- 
mitted and forwarded by the convicting magistrate, justice 
or justices of the peace to the treasurer of the munici- 
pality, and the other moiety, or all of the fine in case it 
belongs to the Province, to the Attorney General, forthwith 
after conviction. PRS: Ay 194279215) seLLSal 


119. Except when an Act specifically enacts to a con- 
trary effect, no municipality shall have the power to pass, 
enforce or maintain any by-law requiring from any owner 
of a motor vehicle or chauffeur, any tax, fee, license or 
permit for the use of the public highways, or excluding 
any of such persons from the free use of the public high- 
ways, except upon such driveway, speedway or road as has 
been or may be expressly set apart by by-law for the ex- 
clusive use of horses and light carriages, or which shall in 
any way affect the registration or numbering of motor 
vehicles or authorizing a greater rate of speed than is 
herein permitted, or forbidding the use of the public high- 
ways, contrary to or inconsistent with the provisions of 
this Act; and all such by-laws now in force are hereby 
declared to be of no validity or effect: 


Provided that nothing in this section shall be deemed to 
derogate from the power of any city, town or village to 
pass a by-law requiring that all vehicles shall be brought 
to a stand-still before entering upon any highway or high- 
ways specified in the by-law. 

[R:i8S.Aalil942ex B¥boa, T1974 


eid 
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PART XI. 


FINANCIAL RESPONSIBILITY OF OWNERS 
AND DRIVERS. 


120. In this Part,— 

(a) “Authorized insurer” means any person authorized 
to carry on the business of automobile insurance 
in the Province of Alberta; 

“Driver’s license” means an operator’s license and 
-a chauffeur’s license issued pursuant to the provi- 
sions of this Act; 

“Motor vehicle” includes “Trailer” as defined in 
this Act; 

“Proof of financial responsibility” means a certifi- 
cate of insurance, a bond, or a deposit of money 
or securities given or made pursuant to the pro- 
visions of this Part; 

“State” means one of the United States of Amer- 
ica, or the District of Columbia; 

“Superintendent of Insurance’? means the Superin- 
tendent of Insurance appointed pursuant to The 
Alberta Insurance Act. 


(b) 
(c) 


(d) 


(e) 
(f) 


Linco ce O42 ce. 240, Seeds 


121. Nothing in this Part shall be construed in such a 
way as to affect, diminish or derogate from any right of 
action, remedy or security which any person may have 
either at law or equity. Pinos As 10426 e215. <8-71 242) 


122.— (1) A motor vehicle liability policy referred to 
in this Part shall be a driver’s or owner’s policy in con- 
formity to the provisions of Part VII of The Alberta Insur- 
ance Act. 


(2) Any insurer which has issued a motor vehicle liabil- 
ity policy shall, as and when the insured requests, deliver 
to him for filing, or file direct with the Minister, a certifi- 
cate for the purposes of this Part. 


(3) Such a certificate filed with the Minister shall be a 
conclusive admission by the insurer that a policy has been 
duly issued and is in accordance with the terms of the 
certificate. 


(4) Every insurer shall notify the Minister of the can- 
cellation or expiry of any motor vehicle liability policy for 
which a certificate has been issued at least ten days before 
the date of the cancellation or expiry, and, in the absence 
of the notice, the policy shall remain in full force and 
effect. 


(5) Where a person who is not a resident of the Prov- 
ince is a party to an action for damages arising out of a 
motor vehicle accident in the Province, for which indem- 
nity is provided by a motor vehicle liability policy, the 
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insurer named in the policy shall, as soon as it has knowl- 
edge of the action from any source, and whether or not 
liability under the policy is admitted, notify the Minister 
in writing, specifying the date and place of the accident 
and the names and addresses of the parties to the action 
and of the insurer, which notification shall be open to in- 
spection by parties to the action. 


(6) The Minister may decline to accept as proof of finan- 
cial responsibility the certificates of any insurer which fails 
to comply with the provisions of the preceding subsection. 

[R.S:A. 19426-2755 8. 122.) 


4123.—(1) Subject to the provisions of section 132, the 
Minister shall suspend the license of a driver or chauffeur 
and the registration of every motor vehicle registered in 
the name of a person who fails to satisfy a judgment ren- 
dered against him, by any court in Alberta, or in any other 
province of Canada, which has become final by affirmation 
on appeal or by expiry without appeal of the time allowed 
for appeal, for damages on account of injury to, or death 
of any person, or on account of damage to property in 
excess of one hundred dollars, occasioned by a motor 
vehicle, within fifteen days from the date upon which the 
judgment became final, upon receiving a certificate of the 
final judgment from the court in which the same is ren- 
dered, and every such license and registration shall remain 
suspended, and shall not at any time thereafter be re- 
newed, nor shall any new driver’s license be issued to, or 
new registration be permitted to be made by the person 
liable until the judgment is satisfied or discharged (other- 
wise than by a discharge in bankruptcy) to the extent of 
at least five thousand dollars (exclusive of interest and 
costs) for injury to, or death of any one person, and, sub- 
ject to that limit for each person so injured or killed, to 
the extent of at least ten thousand dollars (exclusive of 
interest and costs), for bodily injury to, or death of two 
or more persons in any one accident, and to the extent of 
at least one thousand dollars (exclusive of interest and 
costs), for damage to property of others not being properly 
carried in the motor vehicle which occasioned the accident, 
resulting from any one accident, and until such person 
gives proof of his financial responsibility. 


(2) The Lieutenant Governor in Council, upon the re- 
port of the Minister that any other province of Canada or 
any state has enacted legislation similar in effect to sub- 
section (1), and that such legislation extends and applies 
to judgments rendered and become final against residents 
of that other province or state by any court of competent 
jurisdiction in the Province of Alberta may, by proclama- 
tion, declare that the provisions of subsection (1) of this 
section shall extend and apply to judgments rendered and 
become final against residents of the Province by any court 
of competent jurisdiction in such other province or state. 
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(3) If, after proof of financial responsibility has been 
given, any other judgment against such person for any 
accident which occurred before the proof was furnished, 
and after the first day of June, 1933, is reported to the 
Minister, the driver’s license and every registration of a 
motor vehicle of such person shall again be, and remain, 
suspended until the judgment is satisfied and discharged 
(otherwise than by a discharge in bankruptcy) to the 
extent set out in the next preceding subsection. 


(4) If any person to whom subsection (1) applies is 
not resident in the Province, the privilege of operating any 
motor vehicle in the Province, and the privilege of opera- 
tion in the Province of any motor vehicle registered in 
his name shall be and is suspended and withdrawn forth- 
with by virtue of such judgment until he has complied 
with the provisions of this section. 

PRD AL LOA, "e772 To) Sens. | 


124.—(1) The Minister shall suspend the driver’s or 
chauffeur’s license and the registration of every motor 
vehicle, registered in the name of a person, who by 
an order, judgment or conviction of a court, magistrate or 
justice of the peace in the Province has been convicted 
of any one of the following offences or violations of law, 
or who, having been arrested for any such offence or viola- 
tion, has forfeited his bail, namely: 


(a) Driving a motor vehicle on a highway at an un- 
reasonable rate of speed in contravention of sub- 
section (1) of section 42 if injury to property in 
excess of seventy-five dollars or to any person occurs 
in connection therewith; 


Driving a motor vehicle on a highway at a rate of 
speed greater than fifty-five miles per hour in con- 
travention of subsection (la) of section 42 or 
greater than forty-five miles per hour in contraven- 
tion of subsection (1b) of section 42 if in either case 
injury to property in excess of seventy-five dollars 
or to any person occurs in connection therewith; 


(aa) 


(b) Driving a motor vehicle when approaching or at 
a street corner or curve in such a manner as to 
contravene the provisions of subsection (3) of sec- 
tion 42 if injury to property in excess of seventy- 
five dollars or to any person occurs in connection 
therewith; 


Driving a motor vehicle upon a highway in a race 
or upon a bet or wager contrary to the provisions 
of section 67 if injury to property in excess of 
seventy-five dollars or to any person occurs in con- 
nection therewith; 


(c) 


(d) 


Upon the occurrence of an accident, failing to re- 
turn to the scene of the accident or otherwise con- 
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travening any of the provisions of section 58 if 
injury to property in excess of seventy-five dollars 
or to any person occurs in connection therewith; 


(e) Driving a motor vehicle on a highway without a 
driver’s or a chauffeur’s license in contravention 
of any of the provisions of this Act if injury to 
property in excess of seventy-five dollars or to any 
person occurs in connection therewith; or 


(f) An offence under section 285 of The Criminal Code 
and amendments thereto or manslaughter commit- 
ted by a person in charge of a motor vehicle; 


and such license and registration shall remain so suspended 
and shall not at any time thereafter be renewed, nor shall 
any new license or registration be thereafter. issued to or 
made for such person until he has satisfied any penalty 
imposed by the court in respect of the offence, or his con- 
viction has been quashed, and until he has given to the 
Minister proof of his financial responsibility for future 
motor vehicie accidents in the manner and for the amount 
required by this Part, but the giving of proof to the 
Minister of such financial responsibility for future acci- 
dents shall not alter or affect in any way any disqualification 
to hold a license or the suspension or cancellation of a 
driver’s license or the registration of a motor vehicle under 
any other provisions of this Act. 


(2) In any case where a judge, police magistrate or 
justice of the peace has suspended any license or registra- 
tion in any order, judgment or conviction it shall not be 
necessary for the Minister to do so. 


(3) Upon receipt by the Minister of official notice that 
a driver licensed, or an owner of a motor vehicle registered 
under this Act has been convicted or forfeited his bail in 
any other province or in any state of the United States 
of America, for an offence which, if committed in this 
Province would have been a violation of the provisions of 
the law mentioned in the next preceding subsection of this 
section, the Minister shall suspend every such license and 
registration until such person has given proof of financial 
responsibility in the same manner as if the said convic- 
tion had been made or the bail forfeited by a court in the 
Province. 


(4) If the person to whom subsection (1) applies is not 
a resident of the Province, the privilege of driving a motor 
vehicle in the Province and the privilege of using or having 
within the Province a motor vehicle owned by him, shall 
be and become suspended forthwith upon such conviction 
or forfeiture of bail and shall remain suspended until he 
has complied with the provisions of subsection (1) by sat- 
isfaction of the penalty imposed by the court and furnished 
proof of financial responsibility for future motor vehicle 
accidents. 


VEHICLES AND HIGHWAY TRAFFIC 43 
(5) Notwithstanding any of the provisions of this sec- 
tion, in any case where the suspension or cancellation of 
a license creates undue hardship or injustice, or in any 
other case, the Minister in his discretion may issue a tem- 
porary license or may reinstate any license upon such terms 

and conditions as he may deem just. 
PR SxAt 19427 '¢.. 275, s.124; 1948) c7 73! 62:9); 11949, ¢: 
S: 


104, 
13. | 


124a.—(1) The Minister shall suspend the driver’s or 
chauffeur’s license of any person for a period of six months 
who is convicted for the second time within a period of 
twelve months, each of which convictions in the opinion of 
the Minister arose from or in connection with a motor 
vehicle accident which resulted in bodily injury to or the 
death of any person or damage to property in an amount ex- 
ceeding one hundred dollars. 


(2) The Minister shall suspend the driver’s or chauf- 
feur’s license of any person for a period of twelve months 
who has been found guilty of operating a motor vehicle while 
intoxicated contrary to the provisions of section 285 (4) 
of the Criminal Code of Canada. 


(3) Every magistrate shall forward to the Minister the 
driver’s or chauffeur’s license of any person, 


(a) who the magistrate convicts of any offence arising 
from or in connection with a motor vehicle accident 
which resulted in bodily injury to or the death of any 
person or damage to property in an amount exceed- 
ing one hundred dollars and who has a previous 
conviction indorsed upon his driver’s or chauffeur’s 
license ; 

who the magistrate finds guilty of operating a motor 
vehicle while intoxicated contrary to the provisions 
of section 285 (4) of the Criminal Code of Canada. 
. (1949, c. 104, s. 14.] 


(0) 


125. The Minister may require proof of financial re- 
sponsibility before issue of the registration of a motor 
vehicle or driver’s license, or the renewal thereof to any 
person under the age of twenty-one years or over the age 
of sixty-five years. [R.S.A. 1942, c. 275, s. 125. | 


126. The Minister may require proof of financial re- 
sponsibility from any person who, while operating any 
motor vehicle has been involved in and in the opinion 
of the Minister is responsible in whole or in part for any 
motor vehicle accident resulting in the death of or injury 
to any person or damage to property in excess of one 
hundred dollars, or from the person in whose name the 


motor vehicle is registered, or from both, and the Minister 
may suspend the driver’s license and the registration of 
all motor vehicles of that person until proof of financial 
responsibility has been given. 

[R.S.A. 1942, c, 275, s. 126. | 
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Sales 127.—(1) Neither the registration of a motor vehicle 
proof of nor a driver’s license, nor in the case of a person not resi- 


sponsibility, dent in the Province, the privilege of operating any motor 

furnished = vehicle in the Province, as well ‘as the privilege of opera- 
tion within the Province of any motor vehicle owned by the 
non-resident, shall be suspended or withdrawn under the 
provisions of this Part if the owner, driver or non-resident 
has voluntarily filed or deposited with the Minister, prior to 
the offence or accident, out of which any conviction, judg- 
ment or order arises, proof of financial responsibility 
which at the date of the conviction, judgment or order is. 
valid and sufficient for the requirements of this Part. 


rh eis (2) The Minister shall receive and record proof of finan- 
cial responsibility voluntarily offered, and if any conviction 
or judgment against such person is thereafter notified to 
the Minister which, in the absence of such proof of financial 
responsibility would have caused the suspension of the 
driver’s license or registration of the motor vehicle under 
this Part, the Minister shall forthwith notify the insurer 
or surety of such person of the conviction or judgment so 
reported. LR.S.A. 1942 -c. 2 ose | 


Reda es 128. Proof of financial responsibility shall be given by 


proof of me every driver, and in the case of an owner, by every owner 
sponsibility tO Whom this Part applies for each motor vehicle registered 
in his name in the amounts and subject to the limitations, 
conditions and qualifications prescribed for an owner’s and 


a driver’s policy respectively by Part VII of The Alberta 


Insurance Act. [RStAL 1942 % C8275 <a t26m 
Proof of 129.—(1) Proof of financial responsibility may be given 
financial re- . : 
sponsibility in any one of the following forms: ; 
cou neaoas (a) The written certificate or certificates filed with the 
insurer Minister of any authorized insurer that it has is- 


sued to or for the benefit of the person named 
therein a motor vehicle liability policy or policies, 
which at the date of the certificate or certificates 
is in full force and effect and which designates 
therein by explicit description or by other adequate 
reference all motor vehicles to which the policy 
applies; any such certificate or certificates shall 
cover all motor vehicles then registered in the name 
of the person furnishing such proof; and an ad- 
ditional certificate shall be required as a condition 
precedent to the registration of any additional motor 
vehicle in the name of such person; the said cer- 
tificate or certificates shall certify that the motor 
vehicle liability policy or policies therein mentioned 
shall not be cancelled or expire, except upon ten 
days’ prior written notice thereof to the Minister, 
and until such notice is duly given the said cer- 
tificate or certificates shall be valid and sufficient 
to cover the term of any renewal of such motor 
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vehicle liability policy by the insurer or any re- 
newal or extension of the term of the insured’s 
driver’s license or registration of this motor vehicle 
by the Minister; or 


(b) The bond of a guarantee, insurance or surety com- 
pany duly licensed in the Province pursuant to 
The Alberta Insurance Act, the said bond shall be 
in form approved by the Minister and shall be 
conditioned upon the payment of the amounts 
specified in this Part, and shall not be cancelled 
or expire except after ten days’ written notice 
to the Minister, but not after the happening of 
the injury or damage secured by the bond as to 
such accident, injury or damage, and the said bond 
shall be filed with the Minister; or 


(c) The certificate of the Minister that the person 
named therein has deposited with him a sum of 
money or securities for money approved by him 
in the amount or value of eleven thousand dollars 
for each motor vehicle registered in the name of 
such person; the Minister shall accept any such 
deposits and issue a certificate therefor, if such 
deposit is accompanied by evidence that there are 
no unsatisfied executions against the depositor 
registered in the office of the sheriff for the judicial 
district in which the depositor resides. 


(2) The Minister may in his discretion at any time re- 
quire additional proof of financial responsibility to that 
filed or deposited by any driver or owner pursuant to this 
Part and may suspend the driver’s license and any regis- 
tration of a ‘motor vehicle of the person from whom proof 
is required, pending such additional proof. 


(3) In the case of an owner of ten or more motor vehicles 
to whom this Part applies, proof of financial responsibility 
in a form and in an amount not less than fifty thousand 
dollars, satisfactory to the Minister, may be accepted as 
sufficient for the purposes of this Part. 


(4) Where a person who is not a resident of the Province 
is required to give or volunteers proof of financial responsi- 
bility under this Part, the Minister may in his discretion 
accept in place of the certificate provided for in subsection 
(1) a certificate of insurance in the form approved by the 
Minister issued by an insurer authorized to transact insur- 
ance in the State or Province in which such person resides 
if the insurer has filed with the Superintendent of Insurance 
in the form prescribed by him,— 


(a) a power of attorney authorizing the Superintendent 
of Insurance to accept service of a notice or process 
on its behalf in any action or proceeding arising out 
of a motor vehicle liability policy issued by it; 
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(6) an undertaking not to set up as a defence to any 
action or proceeding arising out of a motor vehicle 
liability policy issued by it, a defence which might 
not be set up if such polity had been issued in Alberta 
subject to and in accordance with the law of Alberta 
relating to motor vehicle liability policies, and to 
satisfy any judgment rendered against it by a court 
in Alberta and become final in any such action or 
proceeding. 


(5) In any action or proceeding against an insurer who 
has given to the Superintendent of Insurance an undertak- 
ing pursuant to paragraph (b) of subsection (4), the plain- 
tiff may give evidence of the undertaking and the same shall 
for all purposes of the action or proceeding be deemed to be 
a covenant for valuable consideration made by the insurer 
with the plaintiff, 

LR.S.A. 1942) '¢. 275, 6.1295 1947. cages 


130.—(1) The bond filed with the Minister and the 
money or securities deposited with the Minister shall be 
held by him in accordance with the provisions of this Part 
as security for any judgment against the owner or driver 
filing the bond or making the deposit in any action arising 
out of damage caused after such filing or deposit by the 
operation of any motor vehicle. 


(2) Money and securities so deposited with the Minister 
shall not be subject to any claim or demand, except an 
execution on a judgment for damages, for personal injuries 
or death, or injury to property, occurring after the de- 
posit as a result of the operation of a motor vehicle. 


(3) If a judgment to which this Part applies is rendered 
against the principal named in the bond filed with the 
Minister and the judgment is not satisfied within fifteen 
days after it has been rendered, the judgment creditor 
may, for his own use and benefit and at his sole expense, 
bring an action on the bond in the name of the Minister 
against the persons executing the bond. 

[R.S.A. 1942, c. 275, s. 130.) 


131. If the Minister finds that any driver to whom this 
Part applies was at the time of the offence for which he 
was convicted employed by the owner of the motor vehicle 
involved therein as chauffeur or motor vehicle operator, 
whether or not so designated or is a member of the family 
or household of the owner, and that there was no motor 
vehicle registered in the Province in the name of such 
driver as an owner, then if the owner of the motor vehicle 
submits to the Minister (who is hereby authorized to 
accept it) proof of his financial responsibility as provided 
by this Part, the chauffeur, operator, or other person shall 
be relieved of the requirement of giving proof of financial 
responsibility on his own behalf. 

[R.S.A. 1942, e. 275) s. 1381.] 
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132.—(1) A judgment debtor to whom this Part applies Bayment of 
may on due notice to the judgment creditor apply to the court poseaiionts 
in which the trial judgment was obtained for the privilege ores. t’ana 
of paying the judgment in instalments, and the court pec roradlen 
may, in its discretion, so order, fixing the amounts and” ~~ 
times of payment of the instalments; and while the judg- 
ment debtor is not in default in payment of the instal- 
ments, he shall be deemed not in default for the purposes 
of this Part in payment of the judgment, and upon proof 
of financial responsibility for future accidents pursuant 
to this Part, the Minister may restore the driver’s license 
and registration of the judgment debtor but the driver’s 
license and registration shall again be suspended and re- 
main suspended as provided in section 123 if the Minister 
is satisfied of default made by the judgment debtor in 
compliance with the terms of the court order. 


(2) Where the Provincial Treasurer has paid from the A oneedes 
Unsatisfied Judgment Fund the amount of a judgment or the 
balance owing thereon under the provisions of The Motor 
Vehicle Accident Indemnity Act the judgment debtor shall 
give due notice to the Superintendent of Insurance of any 
application to the court under the provisions of subsection 
(1) for the privilege of paying the judgment in instalments 
to the Provincial Treasurer, and the Superintendent of In- 
surance and the Provincial Treasurer may appear personally 
or by counsel and may be heard on any such application. 

PRS. AL 1942.16. 275.8. 132; 1949,.c. 104, s..15.] 


133.—(1) It shall be the duty of the clerk or registrar rane te 
of the court (or of the court where there is no clerk or clerks or 
registrar) in which any final order, judgment or convic- sh gba 
tion to which this Part applies is rendered to forward to 
the Minister immediately after the date upon which the 
order, judgment or conviction becomes final by affirmation 
upon appeal, or by expiry without appeal of the time al- 
lowed for appeal, a certified copy of the order, judgment 
or conviction or a certificate thereof in form prescribed by 
the Minister; and the copy or certificate shall be prima 
facie evidence of the order, judgment or conviction; and 
the clerk or other official charged with this duty of report- 
ing to the Minister shall be entitled to collect and receive 
a fee of one dollar for each copy or certificate hereby re- 
quired, which fee shall be paid as part of the court costs 
in case of a conviction by the person convicted, and in case 
of an order or judgment, by the person for whose benefit 
judgment is issued. 

(2) If the defendant is not resident in the Province of eee ae 
Alberta, it shall be the duty of the Minister to transmit to as to non- 
the registrar of motor vehicles or other officer or officers, residents 
if any, in charge of the registration of motor vehicles and 
the licensing of operators in the province or state in which 
the defendant resides, a certificate of the said order, judg- 
ment or conviction. [R.S.A. 1942, c. 275, s, 133.] 
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134.—(1) The Minister shall upon request furnish to 
any insurer, surety or other person a certified abstract of 
the operating record of an* person subject to the provi- 
sions of this Part which abstract shall fully designate the 
motor vehicles, if any, registered in the name of such per- 
son, and the record of any conviction of such person for a 
violation of any provision of any statute relating to the 
operation of motor vehicles or any judgment against such 
person for any injury or damage caused by him, accord- 
ing to the records of the Minister, and if there is no 
record of any such conviction or judgment in the office of 
the Minister, the Minister shall so certify; and the Min- 
ister shall collect as a fee for each such certificate the sum 
of one dollar. 


(2) The Minister, upon written request, shall furnish 
any person who may have been injured in person or prop- 
erty by any motor vehicle, with all information of record 
in his office pertaining to the proof of financial responsi- 
bility of any owner or driver or any motcr vehicle furnished 
pursuant to this Part. [RiS:Ae 1942 ex 275p Se bea 


135.—(1) Any owner or driver whose registration or 
license has been suspended as herein provided or whose 
policy of insurance or surety bond has been cancelled or 
terminated as herein provided or who neglects to furnish 
additional proof of financial responsibility upon the re- 
auest of the Minister as herein provided shall immediately 
return to the Minister his driver’s license and all license 
plates issued upon the registration of his motor vehicie. 


(2) If any such person fails to return his license, and 
plates as provided herein, the Minister may direct any 
police officer to secure possession thereof and return the 
same to the office of the Minister. 


(8) Any person failing to return his license, and plates 
when so required, or refusing to deliver the same when 
requested to do so by the police officer, shall be guilty of 
an offence and liable to a penalty of not less than ten dollars 
and not more than one hundred dollars for each offence. 

Lh O-Ael 942 e. 2 ecules 


136. If the registration of a motor vehicle has been 
suspended under the provisions of this Part such registra- 
tion shall not be transferred nor the motor vehicle in re- 
spect of which such permit was issued registered in any 
other name until the Minister is satisfied that the trans- 
fer or registration is proposed in good faith and not for 
the purpose or with the effect of defeating the purposes 
of this Part, [Ram L042 022 (os aoe 


137.—(1) The Minister may cancel any bond or return 
any certificate of insurance or may return any money or 
security deposited pursuant to this Part as proof of finan- 
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cial responsibility at any time after three years from the 
date of the original deposit thereof: 


Provided that the owner or driver on whose behalf such 
proof was given has not, during the said period or any 
three-year period immediately preceding the request, been 
convicted of any offence against any of the provisions of 
this Act: 


Provided further that no action for damages is pending 
and no judgment is outstanding and unsatisfied in respect 
of personal injury or damage to property in excess of one 
hundred dollars resulting from the operation of a motor 
vehicle. 


(2) A statutory declaration of the applicant under this 
section shall be sufficient evidence of the facts in the absence 
of evidence to the contrary in the records of the Minister. 


(3) The Minister may direct the return of any bond, 
money or securities to the person who furnished the same 
upon the acceptance and substitution of other adequate 
proof of financial responsibility pursuant to this Part. 


(4) The Minister may direct the return of any bond, 
money or securities deposited under this Part to the per- 
son who furnished the same at any time after three years 
from the date of the expiration or surrender of the last 
registration made of a motor vehicle to that person or of 
the driver’s license issued to that person if no written 
notice has been received by the Minister within that period 
of any action brought against such person in respect of 
the ownership, maintenance or operation of a motor vehicle, 
and upon the filing by such person with the Minister of a 
statutory declaration that he no longer resides in the 
Province, or that he has made a bona fide sale of any and 
all motor vehicles owned by him, naming the purchaser 
thereof, and that he does not intend to own or operate 
any motor vehicle in the Province within a period of at 
least one year. noua O42 2b Slo! 
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REGULATIONS UNDER THE VEHICLES AND 
HIGHWAY TRAFFIC ACT 


Order in Council, 108-43, dated January 26th, 1943, 
Alberta Gazette, February 15th, 1943 


1. The owner of every motor vehicle and every person who drives, 
operates or uses on any highway a motor vehicle, shall observe and 
comply with these Regulations, and every other person to whom any of 
the Regulations may apply shall observe and comply with them. 


Number Plates 


2. All motor vehicles which have heretofore been required by The 
Vehicles and Highway Traffic Act, 1941, as amended, to display two 
number plates shall until the thirty-first day of March, 1944, be required 
to display but one number plate which,— 


(a) in the case of a motor vehicle other than a motor cycle 
shall be displayed at the rear of such motor vehicle and firmly 
attached so that the lower edge thereof shall not be lower than 
the axle, and— 


(b) in the case of a motor cycle the number plate shall be at 
the rear thereof in such position that the lower edge of the plate 
shall be firmly attached to the rear mudguard in such position as 
to be clearly visible. 


Provided that the provisions of this regulation shall not apply to 
number plates issued for the period ending March 31, 1943. 


Note: (Order in Council 295-46, dated February 12th, 1946, authorized 
use of one plate for the licensing years 1945-46 and 1946-47, 
The Alberta Gazette, February 28th, 1946). 


SIGNALS 


3. Before turning, stopping or changing the course on the highway 
of any motor vehicle, and before turning such vehicle after starting the 
same, the operator shall first ascertain that there is sufficient space for 
such movement to be made in safety, and the operator shall give a signal 
plainly visible to the operators of other vehicles of his intention to turn, 
stop or change his course in the following manner: 


(a) Signals by means of the hand and arm shall be given from 
the left side of the vehicle. 


(b) An intention to turn to the left shall be indicated by extend- 
ing the hand and arm horizontally from and beyond the left side 
of the vehicle, as shown in Illustration No. 1 hereunder. 


(c) An intention to turn to the right shall be indicated by 
extending the hand and arm upward and beyond the left side of the 
vehicle as shown in Illustration No. 2 hereunder. 


(d) An intention to stop or to make a sudden decrease in speed 
shall be indicated by extending the hand and arm downward and 
beyond the left side of the vehicle as shown in Illustration No. 3 
hereunder. 
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INOnaEL INO a No. 3 


LEY URN RIGHT TURN STOP OR SLOW 


The Man Behind Can’t Read Your Mind. SIGNAL! 


Lights, Tail Lights and Reflectors 


4. (a) No motor vehicle shall be stationary on any highway outside 
the corporate limits of any city, town or village unless it has either 
a lit tail lamp or a reflector attached to the left of the rear end 
thereof, so fixed as to reflect the lights of any motor vehicle ap- 
proaching the stationary vehicle from the rear; 


(b) No vehicle other than a motor vehicle or bicycle shall be 
upon any highway whether in motion or stationary unless there is 
displayed thereon at least one light visible at a distance of at least 
one hundred feet from the front of and behind that vehicle, or in 
the alternative, there is attached thereto one reflector at the front 
thereof, so fixed as to reflect the lights of any motor vehicle ap- 
proaching from the front and one reflector at the rear thereof so 
fixed as to reflect the lights of any motor vehicle approaching from 
the rear; 


(c) No vehicle drawn by or attached to a motor vehicle, com- 
monly known as a trailer, shall be upon any highway unless it has 
attached at the rear thereof a reflector, so fixed as to reflect the 
lights of any motor vehicle approaching from the rear. 


(d) Every bicycle with, or without, motor attachment shall 
when on a public highway during the period one hour after sunset 
and one hour before sunrise, carry a lighted lamp, visible at least 
one hundred feet in the direction towards which the bicycle is pro- 
ceeding, and shall also carry a lighted lamp or reflector exhibiting 
to the rear, a red light plainly visible so as to reflect the lights of 
any motor vehicle approaching from the rear. 


5. The requirements of these regulations shall be deemed to have 
been complied with and approved in the case of reflectors of the type 
hereinafter described, namely: 


(a) Reflectors built into tail lights in such manner as to be 
adequately protected from moisture and dust, and, so constructed, 
that under normal atmospheric conditions at night, the same will 
give a red reflection to the light from the headlights of a motor 
vehicle, at least two hundred feet distant, if either of those head- 
lights is within two degrees of a line projected at right angles to 
the plane of the reflector, and from the centre thereof; or 


(b) Reflectors consisting of a circular lens of glass, not less than 


two and three-quarter inches in diameter backed by a reflecting 
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material, mounted in a substantial metal case so that the reflecting 
material is adequately protected from moisture and dust, and so 
constructed, that under normal atmospheric conditions at night, 
the reflector will give a red reflection to the headlights of a motor 
vehicle at least two hundred feet distant, if either of those two 
headlights is within two degrees of a line projected at right angles 
to the plane of the reflector, and from the centre thereof. 


ae PASSENGER MOTOR VEHICLES 
SCHEDULE OF REGISTRATION FEES 


or 


40 
"ier April Ist Per Cent Per Cent 
Length of Wheelbase in inches Fee Reduc- Reduc- 
tion tion 
Oct. Ist Jan. ist 


For motor vehicles not exceeding 100 inches $10.00 $ 6.00 $ 2.50 


Exceeding 100 inches but not over 105 inches 12.50 7.50 3.15 
Exceeding 105 inches but not over 110 inches 15.00 9.00 3.15 
Exceeding 110 inches but not over 115 inches. 20.00 12.00 5.00 
Exceeding 115 inches but not over 120 inches 25.00 15.00 6.25 
Exceeding 120 inches but not over 125 inches 27.50 16.50 6.90 
Exceeding 125 inches but not over 130 inches 30.00 18.00 7.50 
Exceeding 130 inches but not over 135 inches 32.50 19.50 8.15 
For every motor vehicle exceeding 135 inches. 35.00 21.00 8.75 


B. In the case of passenger motor vehicles designated as the year’s 
model and dating ten years previous to the commencement date of the 
license year in which such motor vehicle is required to be registered, 
the fees for the registration of licensing thereof under The Vehicles and 
Highway Traffic Act, according to the length of the wheelbase in inches 
shall be as follows: 


April 1st Octeslst Jane LSE 


Fee Fee Fee 
Not exceedinowl00BinCheSiie ere $ 8.00 $ 4.00 $ 2.00 
Not exceeding 105hinches«:..ccessie. 2. sas 10.00 5.00 2.50 
Not exceeding 1107inches \.... 9a e eee a 12.00 6.00: 3.00 
Exceeding Hl0 <InGhes ncn | te ncslveten. ong Sens 15.00 7.50 3.10 


(O.C. 717-44, May 16th, 1944, from The Alberta Gazette, May 31st, 1944.) 


Met OE ye Clonee ay ane $5.00  ©.C. 1599-36, dated November 
Bicycle pedal with 25th, 1936, The Alberta Gazette, 
motor attachment ...... 2.00 November 30th, 1936. 


Secoter 2°). Spleens. sg Oae 3.00. The Alberta Gazette, April 


O.C. 399-40, April 2nd, 1940, 
15th, 1940. 
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THE PUBLIC SERVICE VEHICLES ACT 
(OFFICE CONSOLIDATION) 


(Being Chapter 276 of the Revised Statutes of Alberta, 1942, and 
amendments up to and including 1947) 


His MAJESTY, by and with the advice and consent of 
The Legislative Assembly of the Province of Alberta, 
enacts as follows: 


Short Title. 


1. This Act may be cited as “The Public Service Vehicles 
Atte: [1986/¢, 91,°s. 1.| 


Interpretation. 


2. In this Act, unless the context otherwise requires,— 


(a) “Board” means the Highway Traffic Board con- 
stituted pursuant to this Act; 


(b) “Certificate” means a document issued by the High- 
way Traffic Board granting authority to operate a 
public service or commercial vehicle ; 

(c) “Commercial vehicle’ means any truck, trailer or 
semi-trailer, except,— 

(i) a truck, trailer or semi-trailer which is a pub- 
lic service vehicle; or 


(ii) a truck, trailer or semi-trailer or any class or 
classes thereof, which the Board after an exam- 
ination of the circumstances certifies in any 
year is not to be regulated as a commercial 
vehicle in that year; 

and includes any motor vehicle from which sales are 

made of any goods, wares, merchandise or commod- 

ity, and any motor vehicle by means of which deliv- 
ery is made of any goods, wares, merchandise or 
commodity to any purchaser or consignee thereof ; 


(d) “Compensation” means remuneration in specie or 
otherwise or any other recompense whatsoever ob- 
tained for transporting passengers, live stock, 
liquids, goods, merchandise, gravel, sand or other 
material ; 

(e) “Live stock” means poultry and domestic animals 
including horses, cattle, sheep and pigs; 

(f) “Minister” means the Minister of Public Works; 

(g) “Motor vehicle” includes automobiles, locomobiles, 
motor cycles and other self-propelled vehicles ex- 
cepting cars of electric and steam railways and 
other motor vehicles running only upon rails or 
tracks or solely upon railway company property ; 
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Owner (h) “Owner” means a person in whose name a vehicle 
is registered under The Vehicles and Highway Traf- 
fic Act; 

adres (i) ‘Public highway” means every highway, road al- 


lowance, thoroughfare, road, street, avenue, lane, 
alley, trail, park, drive, parkway, driveway, square, 
bridge, culvert or place in the Province in respect 
of which there is a public right of travel; 
Public (7) “Public service vehicle’ means a motor vehicle, 
Shieh trailer or semi-trailer operated on a public highway 
by or on behalf of any person, firm, association or 
corporation for compensation, whether such opera- 
tion is regular or only occasional or for a single 
trip; and includes a motor vehicle kept by a person, 
firm or corporation for the purpose of being rented 
without a driver but does not include a motor 
vehicle used solely as an ambulance or hearse or for 
the transportation of His Majesty’s mail; and also 
includes any motor vehicle operated by or on behalf 
of any person engaged in the business of processing 
cream or milk or dairy products and which is cap- 
able of being used for the purpose of transporting 
cream or milk or dairy products; 


Semi-trailer (k) “Semi-trailer’” means a vehicle of the trailer type so 
designed and used in conjunction with a motor 
vehicle that some part of its own weight and that 
of its own load rests upon or is carried by another 
vehicle; 

Toll or rate (1) “Toll” or “rate” means a fee charged or collected for 
the carriage of passengers or property by a public 
service vehicle; 


Trailer (m) “Trailer” means any vehicle which is at any time 
drawn upon a public highway by a motor vehicle 
and which is intended for the conveyance of live 
stock, liquids, goods, merchandise, gravel, sand or 
other materials, and shall be deemed to be a separ- 
ate vehicle and not part of the motor vehicle by 
which it is drawn; 


cate (rn) “Truck” means a motor vehicle intended for the 
conveyance of live stock, liquids, goods, merchan- 

dise, gravel, sand or other material. 
(19385 @) 69s 22 -s1939S0n73 5.2.1 


Certificate Required. 


Beversity vet 3.—(1) No person by himself or by an agent or em- 
for operation Ployee shall operate a public service or commercial vehicle 


of Public _ unless he holds a certificate or permit issued by the Board 
commercial authorizing such operation: 


vehicle 


Provided, however, that the provisions of this subsection 
shall not apply to the operation of a motor vehicle by the 
owner, his agent or employee, upon property privately 
owned or leased by the owner of the motor vehicle. 
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(2) No person other than the holder of a public service cvertising 
vehicle certificate shall, by advertising or otherwise solicit portation 


the transportation of passengers, live stock, liquids, goods, 
merchandise, gravel, sand or other material and no adver- 
tisement containing such solicitation shall be inserted in 
any newspaper published in the Province. 


(3) No person other than the holder of a public service 
vehicle certificate shall operate a travel bureau or any other 
place for the sale of tickets or for soliciting or advertising 
the sale of tickets for the transportation of persons on high- 
ways outside of a city, town or village, except under the 
authority of a special certificate issued by the Board. 

(1936, c. 91, s. 3; 1941, c. 86, s. 2.] 


Highway Traffic Board. 


4.—(1) There shall be a board styled “The Highway 
Traffic Board” which shall be composed of three members to 
be appointed by the Lieutenant Governor in Council, one of 
whom shall be appointed as chairman and shall be entitled 
to hold the position of chairman as long as he continues a 
member of the Board; if a person who is employed in the 
public service of the Province is appointed as a member of 
the Board, he shall nevertheless be deemed to continue to be 
an employee within the meaning of The Public Service Act 
and to be subject to its provisions and entitled to the benefits 
thereby conferred. 


(2) In case of the absence of any member of the Board 
or his inability to act or in case of a vacancy in the office 
the two remaining members shall concur in exercising the 
powers of the Board. 


(3) In the absence of the chairman all orders, rules, 
regulations and other documents may be signed by any one 
member and when so signed shall have the like effect as if 
signed by the chairman; whenever it appears that a member 
other than the chairman has acted for and in place of the 
chairman it shall be conclusively presumed that he has so 
acted in the absence or disability of the chairman. 


(4) Vacancies caused by death, resignation or otherwise 
may be filled by the Lieutenant Governor in Council but a 
vacancy shall not impair the power of the remaining mem- 
bers to act, and in any such case the signature of one mem- 
ber shall be sufficient. 


(5) The members shall serve without remuneration or 
shall receive such remuneration as is approved by the 
Lieutenant Governor in Council and shall perform such 
duties in addition to the duties assigned to them by this 
Act as may be provided by the Lieutenant Governor in 
Council. (1936, ¢. 91, s. 4.] 


5. The Board shall be a body corporate with perpetual 
succession and a common seal of such design as may be 
provided by the Lieutenant Governor in Council, and the 
seal shall be judicially noticed. (1936, c. 91, s. 5.] 
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6. Whenever a member is interested in a matter before 
the Board, the Lieutenant Governor in Council may, upon 
the application of such member or otherwise, appoint some 
disinterested person to act as a member for that particular 
matter, and the Lieutenant Governor in Council may also 
appoint a person to act during the sickness, absence or dis- 
ability of a member. [1936, ¢:91, 8.16, ] 


Powers of the Board. 


7.—(1) The Board, with the approval of the Lieuten- 
ant Governor in Council, may by order from time to time,— 


(a) prohibit the operation of any public service vehicle 
along any highway, highways or parts thereof speci- 
fied in the order, by any person who is not the 
holder of a special permit authorizing him so to do; 


prohibit the operation of any public service vehicle 
in any area consisting of unsurveyed lands specified 
in the order by any person who is not the holder 
of a special permit authorizing him so to do; 


(c) provide for the issuance of special permits referred 
to in paragraphs (a) and (6b), the person or per- 
sons to whom the same are to be issued, the dura- 
tion thereof and the fees payable upon the issuance 
of any such permit or any classification thereof. 


(2) The tolls which shall be charged by the holder of 
any special permit issued under this section in respect of 
the operation of a public service vehicle over any designated 
highway or in any specified area, as the case may be, shall 
be such tolls as are from time to time approved by the Board 
and not otherwise. 


(b 


— 


(8) Every person who,— 


(a) operates any public service vehicle in contravention 
of any order made pursuant to this section; or 


(b) being the holder of a special permit issued pursuant 
to this section makes charges on account of tolls 
for the operation of a public service vehicle to which 
the permit relates, other than such tolls as are for 
the time being approved by the Board as the tolls 
to be charged for the operation of the vehicle; or 


(c) by means of any rebate, discount, forbearance or 
other device, discriminates as between one person 
and any other person in the charges made in respect 
of the operation of the public service vehicle to 
which the permit relates,— 


shall in every such case be guilty of an offence and liable 
upon summary conviction to a fine of not more than two 
hundred dollars and costs, and in addition to any other 
penalty imposed, the Board may in its discretion cancel 
any special permit issued under this section to the person 
convicted. (19388, c. 69, s. 4.] 
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7a. All the powers, duties and functions vested in and 
imposed upon the Minister by section 76 of The Vehicles and 
Highway Traffic Act which shall be deemed to include the 
granting of the temporary permits provided for in section 20 
of the said Act, shall be exercised, performed and adminis- 
tered by the Board. (1944, c. 67, s. 1.] 


8.—(1) Notwithstanding the provisions of any other 
Act the Board may make regulations limiting or restricting 
the weight, speed, width of wheels and the use of cleats, in 
respect of any or all traction engines or public service 
vehicles or commercial vehicles upon highways; and relat- 
ing to the maximum weight and load to be carried by any 
vehicle upon highways, the size and nature of tires to be 
used upon such vehicles and the dimensions of any vehicles 
or combination of vehicles upon highways. 


(2) Upon such regulations being approved by the Lieu- 
tenant Governor in Council they shall be of the same effect 
as if set out in this Act. (1938, c. 69, s. 5.] 


9. The Board may, with the approval of the Lieutenant 
Governor in Council, make regulations not inconsistent with 
this Act for the better carrying out of the provisions of this 
Act according to their true intent. [1936 er91, $210: | 


10. The chairman shall perform such of the duties and 
exercise such of the powers of the Board as are imposed 
upon or delegated to him from time to time by the Board. 

(1936, c. 91, s. 9.] 


11. The Board shall make provision for keeping an ac- 
curate record of its business. $936, 6491; 637.1 


12.—(1) The Board shall have power to do all things 
necessary for the proper conduct of its business and in 
particular, but without restricting the generality of the 
foregoing, may make regulations or orders governing,— 

(a) the amount and nature of any deposit, bonds and 
insurance policy required to be deposited by the 
owner of a public service vehicle; 
the nature of live stock, liquids, goods and mer- 
chandise which may be carried ; 
routes and the nature of routes whether local or 
through; 
areas within which public service vehicles may be 
operated ; 
the passenger capacity of public service vehicles ; 
the weight which may be carried on the top of a 
passenger carrying public service vehicle; 
the maximum weight of express freight and 
baggage which public service vehicles may carry, 
and the size and weight of packages; 

(h) tolls, express and freight rates ; 


(db): 
(c) 
(d) 


(é) 
(f) 


(9) 
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(i) the commission chargeable for collecting on cash on 
delivery shipments ; 

(7) the licensing, supervision, maintenance and location 
of depots and the furnishing of insurance or other 
security by any licensee against the loss of property 
in transit or in his custody, as a condition prerequi- 
site to the issue of a license to him; 

(k) the time schedules of public service vehicles 
operated on a specified route; 


(1) the classification of vehicles; 


(m) the hours of employment and wages of drivers of 
public service and commercial vehicles; 

(n) providing for a uniform bill of lading; 

(0) providing for the issue of numbered tickets by 
owners of passenger carrying public service 
vehicles operated on a specified route; 

(p) classifying live stock, goods, merchandise and other 
material; 

(q) respecting the nature of goods which may be car- 
ried as express freight; 

(7) respecting the nature of containers which may be 
used in freight shipments; 

(s) prescribing the form of certificates and permits 
to be issued by the Board and the period in respect 
of which any certificate or permit is issued and 
the fees to be paid therefor; 

(t) the restriction as to the use of public service and 
commercial vehicles; 

(uw) the speed and equipment of public service and 
commercial vehicles ; 

(v) the operation of motor vehicles owned or operated 
by clubs, societies or in partnership; 

(w) rules adapted to assure the safety of persons law- 
fully using the highway; 

(x) rules adapted to insure the carrying out of the in- 
tention of this Act. 


[4936, c. 91, 8.8; 1938, c, 69,5. 3; 1941, ¢. 86, 3..3; 1942, 


c. GUS. 2] 
Inspectors 13. The Board may appoint such inspectors and traffic 
and traffic ee 
officers officers as are deemed necessary for the purpose of aiding 

in the enforcement of this Act. (193670491, sis] 
pei fer Ns 14. The Board may prescribe a route as the only route 
for public Over which a public service vehicle may be operated 
Sewinien between specified points and include in any route so pre- 


scribed any highway in any city, town or village, and 
may prescribe or limit or restrict the service to be furn- 
ished by the vehicle at any specified point or between 
any specified points upon any route so prescribed. 


[1936, c. 91, s..12.] 
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15. The Board may require the filing of returns, reports 
and other data by holders of certificates and permits and 
regulate and supervise such persons in all matters affecting 
the relationship between them and the public. 

(1986, ¢. 91,'s: 138. ] 


16. Where sittings of the Board or of any member 
thereof are appointed to be held in a city, town or village in 
which there is a hall belonging to the corporation, the coun- 
cil shall upon request allow the sittings to be held in the 
hall. (1936, c. 91, s. 14.] 


Issue of Certificates. 


17.—(1) Application for a certificate shall be made to 
the Board in such form and in such manner as the Board 
may require and shall be accompanied by the prescribed fee. 


(2) Any person may, before securing a license under 
The Vehicles and Highway Traffic Act, make appli- 
cation for a certificate, but before a certificate is issued the 
Board shall require such person to produce his motor vehicle 
license. [1936, ¢. 91, s. 15.] 


18.—(1) No certificate for a public service vehicle shall 
be issued unless the applicant has filed with the Board 
evidence satisfactory to it that the applicant has complied 
with the provisions of The Workmen’s Compensation Act. 


(2) No certificate for a public service vehicle shall be 
issued unless the applicant has filed with the Board such of 
the following insurance policies as may be required by the 
Board,— 


(a) a motor vehicle liability policy to provide for any 
loss or damage resulting from bodily injury to or the 
death of any person being carried in or upon, or 
entering or getting onto, or alighting from a motor 
vehicle, having due regard to the number of 
passengers, and for loss or damage to personal 
property or passengers carried in or upon the motor 
vehicle; 

(b) a motor vehicle liability policy to provide for any 
loss or damage resulting from bodily injury to or 
the death of any person other than those men- 
tioned in the immediately preceding paragraph; 

(c) a policy of inland transportation insurance against 
loss of or damage to goods, wares or merchandise 
or property of any kind in transit or in the custody 
of the transporter ; 

(d) a motor vehicle liability policy to provide for any 
loss or damage to any property other than that 
mentioned in paragraphs (a) and (c) ; 

(e) a policy of guarantee insurance covering the pay- 
ment to the consignor of all sums collected by the 
transporter on behalf of the consignor, and the 
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payment of ali fees or charges under this Act, and 
for the faithful performance of all conditions con- 
tained or referred to in the certificate issued under 
this Act. 


(3) Any consignor who is entitled to recover from a 
transporter any sum the payment whereof is guaranteed by 
virtue of any policy of guarantee insurance referred to 
in subsection (2) shall, notwithstanding that he is not a 
party to the policy, be entitled to recover the sum from the 
guarantor party to the policy and for that purpose to bring 
and maintain against the guarantor an action in any court 
of competent civil jurisdiction in the Province and to obtain 
judgment thereon, and the right of any consignor to recover 
any such sum or to bring and maintain any such action 
shall not be prejudiced by reason of any,— 

(a) assignment, waiver, surrender, cancellation or 
discharge of the policy, or of any interest therein, 
made by the transporter after the happening of 
the event giving rise to a claim under the policy; 
and 
violation of The Criminal Code or of any law or 
statute of any province, state or country, BY, the 
transporter or his employers or agents. 

[1936, c2 91, s.-163 1938)c. 69, '6n6319425c. G07 aa 


(b 


— 


19. The Board shall consider all applications for public 
service vehicle certificates and in so doing,— 

(a) may appoint or direct any person to make an in- 
quiry and report on any application, complaint, 
dispute or other matter before the Board in connec- 
tion with any application for a certificate; 
may hold a public hearing with respect to any ap- 
plication or applications where the Board in its sole 
discretion considers it proper, advisable or ex- 
pedient so to do, and in any such case the Board 
shall give to all applicants interested such notice of 
the hearing as the Board may deem proper and 
reasonable. [1938, c. 69,'s.. 7; 1947, c: 68, s. 1.] 


(b) 


20.—(1) The Board, after considering an application 
for any certificate, may in its sole discretion grant or refuse 
the application. 


(2) The Board may, upon payment of the prescribed 
fee, issue a certificate to the applicant. 


(8) In any case where the Board grants a certificate for 
the operation of a public service vehicle on a specified route 
or routes only, the certificate shall set out the route or routes 
over which the vehicle can be operated. 

[1936, ¢.:91, 8.184 1947, 668, .s. 2. | 


21. A public service vehicle certificate shall state the 
maximum number of passengers or tonnage and the nature 
of live stock, liquids, goods and merchandise which each 
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vehicle may carry, and no such vehicle shall at any time 
carry more passengers or a greater tonnage than the num- 
ber or tonnage specified in the certificate, or any kind of live 
stock, liquids, goods or merchandise other than as stated 
thereon except under the authority of a special certificate 
issued by the Board. (1936; co9L, s41.] 


22. No public service vehicle certificate shall be deemed 
to confer exclusive rights upon any person or to preclude 
the Board in any way from granting such other public 
service vehicle certificates as it in its descretion may deem 
expedient and proper. [1936,c. 91, s. 20; 1947, c. 68, s. 3.] 


23. The Board’s decision or order on any application, 
whether the decision is made after or without a public 
hearing, shall be final, provided that if new evidence is 
submitted to it within thirty days after the decision the 
Board may reconsider the application and may rescind, 
vary or affirm the decision or order previously made. 

[1936, c. 91, s. 21; 1947, c. 68, s. 4.] 


Suspension, Cancellation, Renewal and Transfer 
of Certificates. 


No exclusive 
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by public, 
service 
vehicle 
certificate 
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24.—(1) The Board may for cause suspend and, after at Suspension, 


least ten days’ notice to the holder of a certificate granting 
to him an opportunity to be heard, revoke, alter or amend 
the certificate. 


(2) If in the opinion of the Board the holder of a public 
service vehicle certificate has not given convenient, efficient 
and sufficient service, the Board shall allow him reasonable 
time, not less than ten days, to provide such service before 
cancelling or revoking his certificate or granting a certificate 
to some other owner for the operation over the same route. 


(3) The Board may in its discretion suspend either for 
a specified period or indefinitely or may cancel any cer- 
tificate and any special permii issued pursuant to any of 
the provisions of this Act upon being satisfied that the 
person to whom the certificate or permit has been issued, 
either by himself or by his agents or employees has con- 
travened any of the provisions of The Fuel Oil Licensing 
Act or of any regulations made pursuant to that Act. 
[1936, c. 91, s. 22; 1939, c. 73,8. 3.] 


24a.—(1) Whenever any person who is the holder of 
a chauffeur’s license issued pursuant to section 20 of The 
Vehicles and Highway Traffic Act, is convicted of an offence 
against any of the provisions of this Act or of any regulation 
or order made thereunder, the convicting judge, police mag- 
istrate or justice of the peace may suspend for a specified 
period, or may cancel, the chauffeur’s license or the certifi- 
cate issued by the Board with respect to the public service 
vehicle driven by the chauffeur, or both. 
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(2) Where any person who is the holder of a certificate 
is convicted of an offence against any of the provisions of 
this Act or any regulation or order made thereunder, the 
convicting judge, police magistrate or justice of the peace 
may suspend for a specified period or may cancel the said 
certificate. [1947, c. 68, s:°5.] 


25. Unless exercised within a period of thirty days from 
the issuance thereof or within such further period as the 
Board may on application allow, the authority conferred by 
a public service vehicle certificate shall cease and terminate 
and the certificate shall be deemed to be cancelled. 

[1936,"c; DLitse Zan 


26.—(1) Every public service vehicle certificate shall 
expire and the rights conferred thereby shall cease and 
terminate on the thirty-first day of March in each and every 
year. 


(2) Prior to the first day of February in each year, 
or such later date as the Board may allow, any person who 
holds a public service vehicle certificate and wishes to obtain 
a certificate for the next ensuing year beginning on the first 
day of April, shall make application to the Board for a new 
certificate, which application shall be accompanied by the 
prescribed fee. | 


(8) The Board shall consider all such applications for 
public service vehicle certificates, and shall deal with them 
in the manner set out in sections 19 and 20. 


(4) If any such application is refused the applicant 
shall not operate a public service vehicle after the expiration 
of the certificate which he then holds. 

[1936, c. 91, s. 24; 1938, c. 69, s. 8; 1947, c. 68, s. 6.] 


27.—(1) No certificate or permit or right or privilege 
thereunder shall be capitalized, sold, assigned, leased or 
transferred except with the previous written approval of 
the Board. 


(2) When the holder of a public service vehicle certificate 
sells, transfers or assigns his business rights and assets he 
may, with the approval of the Board, transfer the certificate 
to the purchaser, which approval shall be indorsed on the 
certificate, and the certificate so indorsed shall be as effective 
as if originally issued to the purchaser; and where, by 
reason of the purchase, there is a consolidation of certifi- 
cates and where, in the opinion of the Board, a through 
service will be beneficial to the public, the Board may 
authorize such service. [L9S6; exOiysa25u] 


Special Permits. 
28.—(1) An owner of a public service vehicle desiring 


to operate the vehicle for a single trip outside the limits of 
the route or area covered by his certificate for the convey- 
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ance of passengers, live stock, liquids, goods, merchandise 
or other material may do so upon obtaining from the Board 
a permit and paying the prescribed fee. 


(2) A non-resident who has complied with the law of his 
place of residence as to the registration of motor vehicles 
and who desires to operate a motor vehicle or trailer for a 
single trip for the conveyance of passengers, live stock, 
liquids, goods, merchandise or other material may do so 
upon obtaining from the Board a permit and paying such 
fee as may be determined by the Board. 


(3) Notwithstanding anything contained in this Act, the 
holder of a public service vehicle certificate or his employee 
may make an emergency trip whether or not the trip is over 
a route or part of a route or within an area covered by his 
certificate, and if a permit cannot be obtained before the 
trip is commenced, he shall deliver or mail notice thereof to 
the Board within twenty-four hours after the completion of 
the trip, and shall, upon demand, pay to the Board the pre- 
scribed fee; in case the trip is covered by a certificate held 
by another person the authority conferred by the foregoing 
provision shall not be exercised unless the holder of the 
certificate will not undertake the trip. (1936, c. 91, s. 26.] 


Prohibitions. 


29.—(1) No driver or operator of any vehicle used for 
passenger transportation on a specified route shall refuse to 
carry any person offering himself at a regular stopping 
place for carriage. and who tenders the regular fare to any 
regular stopping place on the route of the vehicle or between 
the termini thereof unless at the time of the offer the seats 
of the vehicle are fully occupied, but the driver or operator 
may refuse transportation to any person who is in an 
intoxicated condition or is conducting himself in a boister- 
ous or disorderly manner or using profane or obscene 
language. 


(2) No driver or operator of a public service vehicle 
shall refuse to carry the commodities stated in the owner’s 
certificate if the same are offered in proper condition unless 
at the time of the offer the vehicle is loaded to capacity or 
owing to climatic conditions the property is liable to perish 
in transit. (1936, c. 91, s. 28.] 


30.—(1) No driver or operator of a public service 
vehicle used for passenger traffic shall allow passengers to 
ride on the running board, fenders or any part of the 
vehicle other than the seats thereof. 


(2) No driver or operator of a public service vehicle 
used for passenger traffic shall transport a greater number 
of persons than the seats of the vehicle are designed to 
carry; this subsection shall not apply to buses operated 
solely within the limits of a city. 
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(3) No passenger shall be allowed to sit on the front seat 
to the left of the driver of a left-hand drive vehicle or to the 
right of the driver of a right-hand drive vehicle. 


(4) No person who for the time being has the control 
of or is in charge of a public service vehicle used for pas- 
senger traffic shall allow any person other than a duly 
licensed chauffeur to operate the vehicle except in cases 
of emergency when the moving of the vehicle is necessary 
for the safety of the vehicle or the public. 

[1936,.c. 91-8. 29 A9d9 Cie ae 


31. Except with the permission of the Board, no person 
shall carry or permit to be carried upon the body of any 
truck which is operated as a public service or commercial 
vehicle and in which any cargo is being carried, any pas- 
sengers save and except one person who is or may be re- 
quired for the care, handling or disposal of the cargo. 

[1938, c. 69, s. 10; 1947, c. 68, s.7.] 


32. No public service vehicle used for the carriage of 
passengers shall carry or transport any luggage, baggage, 
package, trunk, crate or other load which extends beyond 
the running board of the vehicle. [T9S6 0G. ols) 


33. Except when specially authorized by the Board, pub- 
lic service vehicles used for the transportation of passengers 
shall not be operated or driven with any trailer attached 
thereto. (1936, ¢. 91, 3432.] 


Equipment and Safety Precautions. 


34. Every public service vehicle shall be maintained in a 
safe and sanitary condition and shall be at all times subject 
to the inspection of the Board or its duly authorized repre- 
sentatives or a police officer or police constable. 

[2936,, COL sec evel 


35. Every public service vehicle, except any public serv- 
ice vehicle trailer or except any public service vehicle or 
any class or classes of public service vehicles which may 
be exempted by the Board, shall be equipped with a liquid 
fire extinguisher of a design or type approved by the Board, 
and such extinguisher shall at all times be kept in a satis- 
factory operative condition. 

[1936; ¢.:91,9°3451941, ¢. 86,'s) 41943, ehabuee le] 


36. Every closed public service vehicle used for the 
transportation of passengers shall maintain a light or lights 
of not less than two candle power each within the vehicle so 
arranged as to light up the whole of the interior. 

[i9s6, Co ly eras 


37. Every public service vehicle or commercial vehicle 
except a trailer or semi-trailer shall be equipped with a 
standard speedometer which shall be maintained in good 
working order. 


(1936,.e091, s.100.! 
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38.—(1) Every public service vehicle, except any pub- 
lic service vehicle or except any class or classes of public 
service vehicles which may be exempted by the Board, shall 
be equipped with at least one extra serviceable tire and the 
equipment necessary for changing and inflating tires. 


(2) Every public service vehicle when being operated 
on an earth road shall be equipped with tire chains. 
[1936, c. 91, s. 37; 1941, c. 86, Ss. 5; 19438, c. 35, s. 2.] 


39.—(1) The Board may issue distinctive number plates 
to be displayed on the front and rear of public service and 
commercial vehicles except trailers, and in the case of a 
trailer may issue a distinctive number plate which shall be 
displayed on the rear thereof. 


(2) If the number plate or plates or one of the number 
plates is lost or destroyed the owner shall forthwith apply 
to the Board for a new plate or a new set of plates, return- 
ing the remaining plate, if any, and accompanying his 
application with an affidavit that the original plate or plates 
or one of them has been lost or destroyed and he shall, upon 
payment of the prescribed fee, receive a new plate or plates. 


(3) Upon the issuance of a license for a public service 
vehicle, the Board shall issue to the person licensed in respect 
thereof, one plate designating the gross carrying capacity 
of the vehicle, and the plate shall at all times be displayed 
on the left side of the vehicle in such position as may be 
designated by the Board. 

[1986, c. 91, s. 38; 1938, c. 69, s. 11.] 


40. No person shall be licensed as the driver of any 
public service or commercial vehicle unless he has satisfied 
the Board that he is physically fit, and the Board may from 
time to time require any person who has been so licensed 
to submit to it evidence as to his physical condition. 

[1936, c. 91, s. 39.] 


41.—(1) No driver of a public service or commercial 
vehicle shall drink intoxicating liquor while on duty. 


(2) No driver of a public service vehicle shall smoke 
tobacco in any form or manner whilst driving a public 
service vehicle in which passengers are being carried. 

[1936, c. 91, s. 40.] 


A2. The driver of a public service or commercial vehicle, 
on approaching a level railway crossing, shall bring his 
vehicle to a stop at a distance of not less than fifteen feet, 
and not more than fifty feet from the nearest rail before 
traversing the crossing, and shall not proceed until he is 
satisfied that it is safe to do so. (1936, c. 91, s. 41.] 


Fees. 


43.—(1) The Board may, with the approval of the 
Lieutenant Governor in Council, from time to time by order 
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prescribe the fees and other sums payable to the Boar 
pursuant to any of the provisions of this Act. 


(2) Every such order shall be published in The Alberta 
Gazette, and shall take effect upon the date of the publica- 
tion or at such later date as may be named therein for that 
purpose. [1voo, & 10, Se 


44.—(1) The fees payable in respect of any certificate 
or permit may be based upon or fixed by reference to all 
or some or any of the matters following, namely,— 

(a) the gross receipts from the operation of a public 
service vehicle or a commercial vehicle during the 
period for which the certificate or permit is issued; 

(b) the passenger carrying capacity of a public service 
vehicle; 

(c) the express freight carrying capacity of a public 
service vehicle; 

(d) the mileage of any public service vehicle during 
the period for which the certificate or permit is 
issued ; 

(e) the carrying capacity of any commercial vehicle; 

(f) the mileage of any commercial vehicle during the 
period for which the certificate or permit is issued; 
and 

(g) any other circumstance, matter or thing. 


(2) Vehicles of the same general class may be sub- 
classified having regard to the class of roads or different 
classes of roads over which the same are to be operated, 
and different fees may be fixed for different subclasses of 
such vehicles. [1936;.¢,.9.) S245] 


45. Upon failure to pay any fee, charge or percentage of 
gross earnings imposed by or under the authority of this 
Act, the Board may in its discretion make a claim under the 
policy referred to in paragraph (c) of subsection (2) of 
section 18 or revoke the certificate issued to the person in 
default. [1936, c. 91, s. 44.] 


46. Notwithstanding anything contained in this or any 
other Act, any fee or charge payable under this Act or the 
regulations hereunder may be recovered within a period of 
three years from the date of default in payment. 

[1936, c. 91, s. 45.] 


47. All fees and other moneys collected under this Act 
shall be deposited in the General Revenue Fund. 
[1936, c. 91, s. 46.] 


General Provisions. 
48. The expenses of the Board shall be paid out of such 


sums as may be appropriated by the Legisature for the 
purpose. [T9S6Ver Ol? sae 
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49.—(1) All vehicles while in operation on chartered 
trips shall have exposed on the front thereof a sign marked 
“chartered” and, unless the trip is undertaken under the 
authority of subsection (3) of section 28, the driver shall 
have the permit in his possession and shall produce it on 
demand. 


(2) A truck operated as a public service vehicle shall 
have painted on each side in legible letters the owner’s name 
and if operated on a specified route, the terminal points 
thereof. 


(3) In or on each public service vehicle and on the 
premises of the owner there shall be prominently displayed 
the schedule of times and tolls or rates approved by the 
Board. 


(4) The sign and particulars referred to in subsections 
(1) and (2) shall at all times be kept well painted, clean 
and legible. (1936, c. 91, s. 48.] 


50.—(1) Every person owning or operating a public 
service vehicle for the transportation of freight shall use 
the form of bill of lading prescribed by the Board; such bill 
of lading shall accompany each shipment. 


(2) Every person owning or operating a public service 
vehicle for the transportation of express freight over a 
specified route shall use the form of express receipt pre- 
scribed by the Board, and the express receipt shall 
accompany each shipment. 


(3) Every person owning or operating a public service 
vehicle for the transportation of passengers over a specified 
route shall use only tickets approved by the Board. 


(4) The Board may exempt from the requirements of 
subsections (1) and (2) the owner or operator of any 
vehicle used exclusively for the conveyance of farm or dairy 
products or live stock and, if deemed advisable, the owner 
or operator of any other vehicle used in any other class of 
operation. (1936, c. 91, s. 49.] 


51. Every holder of a certificate issued under this Act 
who operates a public service vehicle over a specified route 
or routes shall, in so far as road conditions permit, operate 
in accordance with the approved schedule of arrival and 
departure from each point. (1936, c. 91, s. 50.] 


52.—(1) No holder of a public service vehicle certificate 
shall without the authority of the Board, abandon or dis- 
continue any service established thereunder except as pro- 
vided in subsection (3) or in the regulations. 


(2) Subject to the provisions of subsection (1) yidethe 
holder of a certificate abandons or discontinues in whole or 
in part any service established by virtue thereof without the 
authority of the Board, the certificate may be cancelled by 
the Board. 
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(8) The Board may, at any time, or from time to time, 
on the request of the Minister,— 
(a) close any part of any highway to any class or classes 
of traffic; 
(b) limit or restrict the load to be transported over any 
part of any highway; and 
(c) limit or restrict the speed of any class or classes of 
motor vehicles on any part of any highway. 
[1936, ¢. 91, s. 513 1941, '¢. 86,5. 6; 1942, ¢260,5, 40) 


53. No holder of a certificate shall employ any driver or 
operator who is not in possession of a chauffeur’s license as 
required by The Vehicles and Highway Traffic Act. 

[1936,.c.91,.S2b2e1 


54. Every owner of a public service vehicle who dis- 
misses a driver or operator shall report the dismissal to the 
Board forthwith giving the reason therefor. 

[1936, c.:91,.8753.] 


55.—(1) Every owner of a public service vehicle 
operated over a specified route or within a stated area shall 
keep an accurate account of his business, and his books, 
accounts and all other records shall at all times during 
business hours be open to inspection of the Board or its 
appointed representative. 


(2) Every owner of a public service vehicle operated 
over a specified route or within a stated area shall on 
demand file with the Board a sworn statement on a form 
prescribed by the Board containing such information as it 
may require respecting the operations of the owner. 

[1936, c. 91,.8..54.] 


o6. Subsection (1) of section 18 and sections 36 and 
57 shall not apply to the owner of a public service vehicle 
whose principal business, in the opinion of the Board, is the 
operation of a taxi or dray service within the limits of a 
city, town or village. [1936, ¢. 91, s. 5531938 .¢, 69a aLe 


o7@. Every owner shall within forty-eight hours report 
to the Board in full detail any accident causing the death of 
any person or injury to any person or property, other than 
that of the owner, arising from and in connection with his 
operations, and the Board, if it deems necessary, may hold 
an investigation. [1936;-c.. 91; s:"56. ] 


58. No person shall permit the use of his certificate or 
number plates on any motor vehicle other than that for 
which they were issued. [1986)-e..91, si 57.] 


59. No person shall deface or alter any certificate, num- 
ber plate or schedule of times, tolls or rates. 
[1936, c. 91, s. 58:4 
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60.—(1) Any inspector, traffic officer, peace officer or 
constable may, without warrant, seize any motor vehicle, 
trailer or semi-trailer which, in his opinion, is being oper- 
ated in violation of this Act or the regulations or orders 
made hereunder, and may retan the same in his custody 
until the proper fees and charges are paid, or in case any 
information is laid within seven days of the date of the 
seizure, until the case is judicially disposed of. 


(2) Any person who by himself, or by an agent or 
employee, operates a motor vehicle for compensation with- 
out having a certificate issued by the Board authorizing 
him so to do, shall be guilty of an offence and liable on sum- 
mary conviction for a first offence to a penalty of not less 
than ten dollars and costs; for a second offence to a penalty 
of not less than twenty-five dollars and costs; and for a 
third offence to a penalty of not less than fifty dollars and 
costs in addition to the impounding of the vehicle for a 
period of not less than ninety days. (1941, c. 86, s. 7.] 


61.—(1) No city, town, village, municipal district or 
improvement district shall impose any fee or charge in 
respect of a public service vehicle upon any person who 
holds a public service vehicle certificate under this Act 
except a business tax in cases where the certificate holder 
maintains an office, or a property tax in the case of a city 
which is authorized to impose such a tax. 


(2) Subsection (1) shall not apply to a certificate holder 
the major portion of whose revenue is secured from the 
operation of a taxi or dray service within the limits of a 
city, town or village. [1936, ¢. 91, s. 60.] 


G2. Where an owner desires to operate a public service 
vehicle interprovincially, the Board may in lieu of the 
policies required under the provisions of this Act accept 
those which have been deposited with the officials of another 
province and shall, before issuing a certificate, take up all 
matters pertaining to such interprovincial operation with 
the officials of the province concerned. [1986,c. 91, s. 61.| 


63. All regulations made under this Act shall be pub- 
lished in The Alberta Gazette and shall take effect upon the 
date of publication unless some other date is specified in the 
regulations. (19865¢. 91,8. 62.) 


64. The Board shall submit annually to the Legislative 
Assembly a statement of the number of certificates and per- 
mits issued under the provisions of this Act during the 
previous year and the total revenue collected. 

(1936, c. 91, s. 63.] 


65.—(1) Where a certificate or permit confers the right 
to operate a vehicle over a public highway or any portion 
thereof or within a stated area, every person .who operates 
a vehicle on the public highway or within the stated area 


Seizure of 
vehicles 
operated in 
violation 
of this Act 


Operation 

of motor 
vehicle for 
compensa- 
tion without 
a certificate 
an offence 


Municipal 
powers of 
taxation 


Inter- 
provincial 
operators 
of public 
service 
vehicles 


Publication 
of regula- 
tions 


Statements 
for Legis- 
lature 


Operation of 
vehicle in 
prejudice of 
rights under 
certificate 
or permit 

an offence; 


penalty 


Offence and 
penalty 


General 
penalty 
clause 


Liability 

of owner 
unless proof 
given 


Liveryman’s 
license 


18 PUBLIC SERVICE VEHICLES 


in such manner as to prejudice the rights granted by the 
certificate or permit shall be guilty of an offence and liable 
on summary conviction in case of a first offence to a fine of 
not less than twenty-five dollars nor more than one 
hundred dollars or to imprisonment for not more than 
six months and, in case of a subsequent offence, to a fine 
of not less than fifty dollars nor more than two hundred 
and fifty dollars or to imprisonment for not more than two 
years or to both fine and imprisonment. 


(1a) Any person who operates a motor vehicle on a part 
of a highway where the speed is limited or restricted pur- 
suant to paragraph (c) of subsection (3) of section 52, ata 
speed in excess of the speed so limited or restricted for that 
part of the highway, shall be guilty of an offence and liable 
on summary conviction for a first offence to a fine of not less 
than twenty-five dollars and not exceeding fifty dollars and 
in default of payment of the fine to a term of imprisonment 
not exceeding thirty days, and for a subsequent offence to a 
fine of not less than fifty dollars and not exceeding one 
hundred dollars and in default of payment to imprisonment 
for a period not exceeding sixty days. 


(2) Every person who violates any of the provisions of 
this Act or the regulations or orders made hereunder for 
which no other penalty is provided, shall be guilty of an 
offence and liable on summary conviction for a first offence 
to a fine or not more than ten dollars; for a second offience 
to a fine of not less than twenty dollars and not exceeding 
thirty-five dollars; for a third offence to a fine of not less 
than thirty-five dollars and not exceeding fifty dollars; and 
for every subsequent offence to a fine of not less than fifty 
dollars, and in default of payment to imprisonment for a 
period not exceeding three years. 


(8) The owner of a public service vehicle or a commer- 
cial vehicle for which a certificate has been issued under the 
provisions of this Act, shall be liable for a violation of any 
of the provisions thereof or of the regulations made here- 
under in connection with the operation of the public service 
vehicle or commercial vehicle unless the owner proves to 
the satisfaction of the justice of the peace or police mag- 
istrate trying the case that at the time of the offence the 
public service vehicle or commercial vehicle was not being 
driven by him nor by any other person with his consent, 
express or implied. 

[1936, c. 91, s. 64; 1938, c. 69, s. 13; 1941, c. 86, s. 8; 1943, 
©. 30.8213 1947, ©. 68n668.) 


66.—(1) No person shall carry on the business of a 
liveryman until he has applied for and received from the 
Board a liveryman’s license, which may be issued upon 
payment of such fees and compliance with such other con- 
ditions as may be prescribed by the Board, including a 
condition that all vehicles used by the liveryman in his 
business shall be insured by an insurance of such amount 
and covering such risks as the Board may prescribe. 


PUBLIC SERVICE VEHICLES jAY) 


(2) The license of any liveryman who fails to keep his 
vehicles insured as is required by the previous subsection, or 
to comply with any other conditions prescribed by the Board, 
may be cancelled or suspended for such time as may seem 
proper to the Board. (1938, c. 69, s. 14.] 


67.—(1) In this section “mayor” includes any person 
for the time being authorized by the mayor in writing to 
discharge any of the powers and duties conferred upon him 
by this section. 


(2) No liveryman who carries on business as such in 
any city or town shall employ any person as a chauffeur 
of a passenger vehicle unless such person is the holder of a 
permit in writing authorizing him to act as a chauffeur 
as aforesaid, issued by the mayor of the city or town, as 


the case may be; and the issuing of the permit shall be in 
the discretion of the mayor. 


(83) The mayor may cancel any permit issued by him 
pursuant to this section at any time. 


(4) Every liveryman who carries on business as such 
in any city or town shall, not later than the third day of 
each month, deliver to the mayor of the city or town a list 
of all chauffeurs employed by him in the driving of his 
passenger vehicles. 


(5) Every liveryman who carries on business as such 
in any city or town, who employs any person as the chauffeur 
of a passenger vehicle who is not the holder of a valid and 
subsisting permit issued pursuant to this section, or who 
continues to employ any person as the chauffeur of a 
passenger vehicle after being notified that such person’s 
permit has been cancelled shall be guilty of an offence and 
liable on summary conviction to a fine of not less than twenty 
dollars nor more than one hundred dollars and costs, and in 
default of payment to imprisonment for a period of not more 
than six months. 


(6) Any person who carries on business as a liveryman 
without a valid and subsisting liveryman’s license under this 
Act shall be guilty of an offence and liable on summary con- 
viction to a fine of not less than twenty dollars, nor more 
than one hundred dollars and costs, and in default of pay- 
ment to imprisonment for a period of not more than six 
months. (1938, c. 69, s. 14.] 
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ALBERTA) 
1948 
CHAPTER 74. 


An Act to amend The Public Service Vehicles Act. 
(Assented to March 31, 1948.) 


) His MAJESTY, by and with the advice and consent of 
the Legislative Assembly of the Province of Alberta, 
enacts as follows: 


14. The Public Service Vehicles Act, being chapter 276 of 
the Revised Statutes of Alberta, 1942, is hereby amended 
by adding immediately after section 8 thereof the following 
new section: 

“Sq.—(1) In any case where the council of any muni- 
cipal district is of the opinion that it is necessary for the 
preservation of any district highway, local road, or portion 
thereof within its jurisdiction it may by resolution,— 

“(q) prohibit the use of such district highway, local road, 
or portion thereof, by any traction engine, public 
service vehicle or commercial vehicle or by any 
class or classes thereof for such period or periods 
as the council may determine; 
limit or restrict the speed of any traction engine, 
public service vehicle, commercial vehicle or of any 
class or classes thereof using such district highway, 
local road, or portion thereof, for such period or 
periods as the council may determine; 
limit or restrict the weight and load to be carried 
by any traction engine, public service vehicle or 
commercial vehicle using such district highway, 
local road, or portion thereof, for such period or 
periods as the council may determine. 

““(2) The council shall cause to be erected such signs 
along the said district highway, local road, or portion 
thereof as the council deems necessary to notify any person 
using the same of the prohibition, limitation or restriction 
imposed by the said resolution. 

“(3) Any person who violates any such prohibition, limi- 
tation or restriction imposed by the said resolution and pub- 
lished by the signs erected as aforesaid shall be guilty of 
an offence and liable on summary conviction to a penalty 
of not less than ten dollars and not more than twenty-five 
dollars.”’. 


6é (b) 


“() 


2. The said Act is further amended as to section 12 by 
adding immediately after paragraph (m) of subsection (1) 
thereof the following new paragraph: 
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Cap. 74 PUBLIC SERVICE VEHICLES 1948 
“‘(mm) the installation, use and inspection of meters in 


any vehicle used by a liveryman in his business;”. 


3. The said Act is further amended by adding im- 
mediately after section 62 thereof the following new section: 


“G62a.—(1) The Board may, with the approval of the 
Lieutenant Governor in Council enter into a reciprocal 
arrangement or agreement with the government of any 
other province exempting, or partially exempting, or giving 
privileges or concessions to any class or classes of owners or 
drivers of public service vehicles or commercial vehicles who 
are ordinarily resident in that other province, in respect of 
the application of the provisions of this Act to their opera- 
tions in this Province and providing for the granting by that 
other province of similar exemptions, privileges or conces- 
sions to owners or drivers of such vehicles who are 
ordinarily resident in this Province in respect of their opera- 
tions in that other province. 


““(2) No person shall be entitled to any exemption, 
privilege or concession under any such arrangement or 
agreement unless he has first complied with the law of his 
place of residence and carries or produces such evidence 
thereof including licenses, certificates and number plates as 
may be prescribed by the law of that place, and unless he has 
complied with all conditions and restrictions set out in the 
arrangement or agreement. 

“(3) The Lieutenant Governor in Council may by order 
cancel any such arrangement or agreement and thereupon 
the same shall be null and void and have no further force 
or effect.”. 


4. This Act shall come into force on the day upon which 
it is assented to. 
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[ALBERTA 
1949 
CHAPTER 84. 
An Act to amend The Public Service Vehicles Act. 
(Assented to March 28, 1949.) 


H's MAJESTY, by and with the advice and consent of 
the Legislative Assembly of the Province of Alberta, 
enacts as follows: 


1. The Public Service Vehicles Act, being chapter 276 of Section Ae 
the Revised Statutes of Alberta, 1942, is hereby amended as 
to section 31 by striking out the same and by substituting 
the following: 

“34.—-(1) No person shall carry any passenger or permit Fe 
any passenger to be carried in or upon any truck which is passengers. 
operated as a public service or commercial vehicle, except,— 

“(qa) in cases of emergency ; 

“(b) with the permission in writing of the Board; 

“(c) members of the family of the owner of the vehicle; 

“(d) one person who is or may be required for the care, 

handling or disposal of the cargo. 

“(2) No person shall ride in the body of any truck in 
which cargo is being carried and no person shall permit 
any passenger to ride in the body of any truck in which 
cargo is being carried, except,— 

“(qa) in cases of emergency; Or 

“(b) with the permission in writing of the Board.”’. 


2. This Act shall come into force on the day upon Whicie te te 
it is assented to. 


EDMONTON: Printed by A. Shnit 
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FoRM HTB 36 


GOVERNMENT OF THE PROVINCE OF ALBERTA 


THE HIGHWAY TRAFFIC BOARD 


Application for Public Service or Commercial Vehicle License 
(= IMPORTANT! ALL QUESTIONS MUST BE ANSWERED FULLY 
Pursuant to the provisions of The Public Service Vehicles Act, application is hereby made to operate 
a motor vehicle in accordance with the following statements: 
Operations will be confined within the boundaries of the city of <2 ee eS a 


or 


Operations will be confined to the, city,,0f, --<-<4-t----chare- a7 sone ae and 
within a radius of five (5) miles therefrom. 


or 


Operations will be confined to the town or village of. --------------=--------5-- 39a rrr and 
within a radius of five (5) miles therefrom. 


or 
Operations will not wholly be confined to any particular area ~------------------------ Yes. No. 
Will this truck accept shipment for compensation? (P.S.V.) ----------------------777 Yes. No. 


(All shipments for compensation with the following exemptions—grain, fodder, coal, cordwood, lumber, railway ties, 
clay, brick, sand, stone or gravel—must be covered by cargo and fidelity bond insurance and such insurance policies 
must be deposited with The Highway Traffic Board.) 

(P. S. V. Applicants must also complete Form H.T.B. 51.) 


Will this truck be used solely for the transportation of your own goods (C.V.) in connection with 


Opener ob cap se nas oe ees oR as Gk ? Yes. No. 
Will this truck be used solely in connection with your own farming operations ~-.------ 2 Yes. No. 
If so, state location of farm Pe eC ees AD a aaah Rge.---- W.___th M. No. of Acres------- 


Make: cou. 24 Scam deecesetcoce Y Cat ee eee eee License No. -------------- 
Sepial No, ~_----2---------------- Pngine ‘No o22.2- 28-5 ee a - aner 
Manufacturers’ Weight of 

rated capacity -------------------- Vehicle, box and cab ------------ Ree 2) $25 eee 
oo a ea Wiieninane tae eres {uches | pes 6h ee 


Tire Sizes: 
Hront 2l.-252----5---- Reare ee ee Max. wt. --------------- Motal:. $22 ee ee 
— nl 

| : Head Office Use Only 
_£: Application for C.V. or P.S.V. license must be accompanied by 

igh slip. 

le; Truck, semi-trailer, trailer, tractor, automobile. 

Master File 


: Tank, van, box. stake, flat. 


(SIGNATURE OF OWNER) Address 


Bg OE ea ae meres ore Tr ce 


HR ee ch pen get fe mm ee oe ae ee 


(SCHEDULE OF FEES ON REVERSE SIDE) 


CLASSIFICATION OF PLATES 


FEES 
C. (a) Cities: only ies ole ol ee Registration fee 
(6) Towns, villages and 5-mile radius___._.... Registration fee 
HY Farm truck, in connection with own farming operations only ___________ Registration fee 
G. Government trucks: Federal, Provincial, MunieipaP jgided. ou. be-cmeial $1.00 
SV. School vans. Solely for conveyance of school children ei Sd Ls ne 
U. Urban... Cities‘and S-milesmy inde! su oe ee Fees upon request 
be (a) Three-quarter ton or less trucks used by the mechanies 
transportation of tools _________ pod wen nr ee Registration fee plus $1.00 
(6) Half-ton trucks for private or pleasure purposes and not 
for-conveyanee.-of- goodse. 21... do eile 4s Jeune a be od Beet, Registration fee plus $1.00 


CV. Conveyance of own goods within the Province in connection 


with owner’s business other than that of farming _-___________________ Registration fee plus 
freight fee 


PSV. Conveyance of goods for compensation within the Province __..._._____ Registration fee plus 
freight fee 


Converted p’ssg’r. cars 


REGISTRATION FEES: Length of wheelbase in inches,— 1928 models or prior 


For motor vehicles not exceeding 100 inches................ $10.00 $ 8.00 
Exceeding 100 inches but not over 105 inches............ 12.50 10.50 
Exceeding 105 inches but not over 110 inches................ 15.00 13.00 
Exceeding 110 inches but not over 115 inches................ 20.00 15.50 
Exceeding 115 inches but not over 120 inches................ 25.00 18.00 
Exceeding 120 inches but not over 125 inches............... 27.50 21.00 
Exceeding 125 inches but not over 130 inches................ 30.00 24.00 
Exceeding 130 inches but not over 135 inches............... 32.50 

For every motor vehicle exceeding 135 inches................ 35.00 


ee 


(Note: Gross weight is obtained by the addition of manufacturers rated carrying 


FREIGHT FEES: capacity and weight of vehicle box and cab.) 
(P S and C V licenses) PSV. CV. 
Gross weight not exceeding 3,000 Ibs. ...eeeccccecsecececsccecosseeee Lasansuiencenndiinile $ 25.00 $ 12.50 
Exceeding 3,000 Ibs. but not exceeding 4,000 Ibs... 30.00 15.00 
Exceeding 4,000 lbs. but not exceeding 5,000 Ibs............................ 35.00 25.00 
Exceeding 5,000 lbs. but not exceeding 6,000 
THESE FEES Exceeding 6,000 Ibs. but not exceeding 7,000 
; Exceeding 7,000 Ibs. but not exceeding 8,000 
IN ADDITION Exceeding 8,000 Ibs. but not exceeding 9,000 


Exceeding 9,000 lbs. but not exceeding 10,000 
Exceeding 10,000 Ibs. but not exceeding 11,000 
TO REGISTRATION Exceeding 11,000 lbs. but not exceeding 12,000 
Exceeding 12,000 Ibs. but not exceeding 13,000 
Exceeding 13,000 Ibs. but not exceeding 14,000 
FEES SHOWN Exceeding 14,000 lbs. but not exceeding 15,000 
Exceeding 15,000 Ibs. but not exceeding 16,000 
ABOVE: Exceeding 16,000 lbs. but not exceeding 17,000 
Exceeding 17,000 Ibs. but not exceeding 18,000 
Exceeding 18,000 Ibs. but not exceeding 19,000 
Exceeding 19,000 Ibs. but not exceeding 20,000 
Exceeding 20,000 Ibs. but not exceeding 21,000 
Exceeding 21,000 Ibs. but not exceeding 22,000 
Exceeding 22,000 Ibs. but not exceeding 23,000 
Exceeding 23,000 Ibs. but not exceeding 24,000 
Fieceevineg via Ge Os: 20 ee, deivace tik eee et 350.00 


9 -1950 | kevistrstion No. 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
AAFFIC ACT, and that the owner has been granted permission, 
ursuant to the provisions of THE PUBLIC SERVICE VEHICLES 
), to operate the said vehicle in accordance with the regulations of 
. Highway Traffic Board governing the classification as designed by 
s letter shown above. 

If licensed as a Public Service Vehicle, in addition to goods ex- 
mpted from cargo insurance, the following, for which cargo insurance 
J bond has been filed, may be transported. 


7 Certificate is not to be transferred without authority. 
OT Certificate must be framed with proper protection and 
: carried in cab of vehicle. 


t valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
ped by issuing Year Engine No. Weight W’ base. 
in space below 


ted? Dumber | FORD 10000001 6000 00000 
. 1949 8100 159 


MR. JOHN DOE 
| EDMONTON, 
ALTA, 


Front Tires. Rear Tires. Max. Weight. Body. 


825-20D 20060 


LE a 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 


unless otherwise cancelled by the Board. Chairman. 
(Transfer Form on reverse side} - 


For Head Office Use Only 


Government of Alberta License NO. eesssseeesseeceesnens sid ll 
Highway Traffic Board MBs UNGiiecsesx dei ncaweshrbaueaisetisneatiog / 


A oovensmenssvorseunseerreeerivuess et 


wecsscovecccscccvcccreseesocscee ee BOAR LAY EDU ee cect een erennsewges coy eens oem 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) 


To New Truck——Same Owner. WB, Pee s...3% ... Freight Fee.......... 
MRC sehicccnsoseletsxaqterfreciemsteea cacpuasutoeaes YOQL. ssscsdisstoessiesventnhtaevansheeeeaee 
SOPtal Sap ssntevaheaste sheen enna tone A BING - és ccsisccesxcsssrecoms nee 
NET SCOTS Vi eaten acidity naar o W CIGDE vc corsinconcevsaseuouttlent pcieiag ene 
Tires: Front} .ac.ccchssarnotteseebas Wheelbase: ..:....cassaverseonccasstneneeen 
Gare iaryeaerec ascent sstareane Max: Weight ........1:causseheeeeeee ae , 
fnstirance's.<..:ssc eee ecient «wl ype: Of Truck. 2 ..cctsucaceun eee d 
Commodities .......... ditip fypienaanniadsninenen itis License No, sisccusssseaspinehers eananee 


LOCATION ‘OPP ATMS Beeac A cwetescsttedtnearaicerereceneutichecnn ee ee at : 


To New Owner—Same Truck. We hereby give notice of cha 
of ownership of above vehicle and license. Fee $1.00. 


FROM TO 


Poe e Ue CUO OO OOO CI CET CSET Ce Cee e Teeter trier eer eer err rer | POE OO eRe ROO RE eee RE OEE OT OE HEHEHE SEES EET eEe sess eeeseeeeeaeE 


FO OOS CCS CCE O SCOT COSA E ESOS ESE EET OECD ESOEOSSOSEES OS EDS SSESESESESY OPPOSE OCOO SOSH HES COST OSEEHOOSSS ESE ESESEEE ESSE SSEOOS ERTS EE REES 


(Vendor’s Signature) ( Purchaser’s Signature) 
Ravatwobeneese Meesossescaniaddenscsssasciduucscosessatssceuxeosl | /avskesapeotovensccsvevssrcocansetetsteetenee niuTatVeavaeN Cnn 
(Address) (Address) 


lager ie 
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GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


‘LICENSE REGISTRATION CERTIFICATE 


| This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
AFFIC ACT, and that the owner has been granted permission, 
rsuant to the provisions of THE PUBLIC SERVICE VEHICLES 
), to operate the said vehicle in accordance with the regulations of 
Highway Traffic Board governing the classification as designed by 


» letter “WO. CA 
| If licen, ARGO INSU : ion to goods ex- 
ollow 


ted from cargo insurance, the ing, for which cargo insurance 


bond geeh PPD COUBS (aestn, Fodder, coal, 


cordwood,lumber, railway ties, sand, 


Certificate is not to be transferred without authority. 
Certificate must be framed with proper protection and 
carried in cab of vehicle. 


ot valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
hped by issuing Year Engine No. f Weight W’ base. 
ie ee — pact 
| plate number ey, , : 
FORD LOQOOCOO1] 6000 00000 
1949 : 8100 159 


MR. JOHN DOE 


EDMONTON, 
ALTA, 
Front Tires. Rear Tires. Max. Weight. Body. 
825-20D 20000 
| ees eee eee cee ae Canaan 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise canceiled by the Board. Chairman. 


(Transfer Form on reverse side) 


For Head Office Use Only 


Government of Alberta License No........0ccccccececeneseee teen 


Highway Traffic Board Nr ONO fachccsstetc aerate a 
Reg ns Pee. cetera a ‘ 


See eeeesseerrerewensesceseseeeee me AUIS LIG POT cece enc eenne 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) 


To New Truck—Same Owner. WB. FG ic. ccccdetevcss Freight Fee.......... 
A) > Eee an hate Re RedbipuwitePni inh. isn ahs (etl ed em J 
Serial: Fo osccscuacatretbate cs eswdeer ete eee ETHSUING ” is secosessavdsvsihcnsencielen eee 
NEE Bg CBD Si a siotestinisapsgenmninbetimcaeee oass WV CURIA L, . nuczvas cons'scceueaglipitiaa aE 
Tires} FLOne Ais .tin nites eee Wheelbase ;....céinsetsced weal 
Rear scwAaaasnune eee Max. Weight ja :iccisnicekeneee 
INSTANCE os a essteteietecless3ssventesciesneeeeeaeoee «Type of Truck soebeaneda ced cae ui tTauseone 
COAT OUI CS ccartatinmndhcecevasnishencs ecueanen Ties NG. ccsssgescscadiceiodice deen ' 
LGCation QUART I ie ete ssaiads<scesicevexcdaninvcenescxcteaseyscae ep eh cs bs:deuaceneedsiesneinit SEa 
To New Owner—Same Truck. We hereby give notice of chang 
of ownership of above vehicle and license. Fee $1.00. 
FROM oT G 


THRO ST REECE Eee eeHeE OES ES ESSERE EEHEEOHO ES HOEOeeHsaeEunEsess Ff suREECEEERESESEOES ESSEC EERO EEE O SOS eeeeeeoseeoseneeeereneoese. 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
IC ACT, and that the owner has been granted permission, 
uant to the provisions of THE PUBLIC SERVICE VEHICLES 
ST), to operate the said vehicle in accordance with the regulations of 
» Highway Traffic Board governing the classification as designed by 
> letter shown above. 

If licensed as a Public Service Vehicle, in addition to goods ex- 
apted from cargo insurance, the following, for which cargo insurance 
bond has been filed, may be transported. 


PETROLEUM PRODUCTS IN TANKS 


\T Certificate is not to be transferred without authority. 
07 Certificate must be framed with proper protection and 
carried in cab of vehicle. 


ot valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
nped by issuing Year Engine No. Weight W’ base. 


piste, number —bo-egRD ‘LOOO000! 6000 00000 
1949 8100 159 


MR JOHN DOE, 


EDMONTON, 
ALTA. 
Front Tires. Rear Tires. Max. Weight. Body. 
@25-20D 20000 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 


‘ (Transfer Form on reverse side) 


For Head Office Use Only 
Government of Alberta BOCNISO! NG isis ccinscinnavarttamleeeall a 
Highway Traffic Board 


BENE Re Renae tee ee ee reer eens scene wae 


Cecscecvcccusvcsccccesevesescesem AUARIIY DOD... cece cee e eee bene, 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) , 
To New Truck—Same Owner. bP: a ee Freight Fee......... j 


Serial) .i....255..0A dated te Engine .if.44.2.53 eee ; 
FRASER al IW ec fekancchar ucerduaterasanre we WW GLEIIE . _.sncuuhessinsiiacen gh tirigi eae | 
Tires?’ Front. 2. ee 


SURES SESH RHODE ener nee ee eset use eeeee: 


POOR Rene ee etm en ane e nese sane nesses eeee® 


TEPER ORE e eee e eens nen neseeneseseseeses 


eee ee eee eee eer reer et reer er er ere TT yyy 


Pree eee errr eee eee rere errr eT TTT 


HACC OO ea OOO ee eeeesereeese SESS EESOEOOEEEEE EEE SEES ESOS ESOS SOO E SEES SE OE SESE ESE ESSE SEES EEOESSeES 


To New Owner—Same Truck. We hereby give notice of chang 
of ownership of above vehicle and license. Fee $1.00. 


FROM TO 


AESMSESPOSERESASOROMRAS PEACHES NOR GATS SUNS OCEASCCRER CSUN acaRsenaes Hl USORMEIRC ER euEA MEMES OSCR AARSREROe eden eeeedn einen aihaWakee 


PEP POOOOOHOOE SF OMODEO TEESE DOSES OEDSOESSUSOSEOEOEODOER ENED EEE OS 


( Vendor's Signature) ( Purchaser's Signature) 


8809 OCSOC CODE TESSOOOST OOOO SEES OEEDOCEREOOOOSEE SOS O HOHE OS SOO RCC RDES SOROS EeRs: POP OPOS OSS EEE ET ECES EOE EEEESEOE OHO ODO Ee oid 


(Address) One | 3 (Address) 


Bigs ee 


GOVERNMENT OF THE 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
IC ACT, and that the owner has been granted permission, 
uant to the provisions of THE PUBLIC SERVICE VEHICLES 
CT), to operate the said vehicle in accordance with the regulations of 
Highway Traffic Board governing the classification as designed by 
letter shown above. 
If licensed as a Public Service Vehicle, in addition to goods ex- 
pted from cargo insurance, the following, for which cargo insurance 
bond has been filed, may be transported. 


wilk, Cream, poultry and farm produ 


Certificate is not to be transferred without authority. 
OT Certificate must be framed with proper protection and 
carried in cab of vehicle. 


3 
fot valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
mped by issuing Year Engine No. Weight W’ base. 
} - ppare Las ' 
plate number é 
ed. FORD 1O0COCCOl 6000 00000 
1949 8100 159 


MR JOHN DOE, 


EDMONTON, 
ALTA. 
Front Tires. Rear Tires. Max. Weight. Body. \ 
825-20) 20000 | 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 


(Transfer Form on reverse side) 


TORO een een eee eee eee reas eeneee 


rere ee eer eee err creer rere errr ri Te 


erect ce) keer eT Pe reer a TT 


SPRUE O Ree ree ee eee ROE eee eee teens Hee renew eeeunaeceeseeeegwen 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) 


To New Truck—Same Owner. N00 ae) ae Freight Fee......... 
i ici as ah ence enlace ial Y COL sogesinssotiuisiagenr ages 
Serial PRR an ier Bele, Nh ne ob soerisatenetuaesvecteee sae 
RUE SOR STI T. « cuss tehaatond conrecdstenaeans olbsehae SWWGIQIAL, .. <ccvessssxaastuaneinereaeeaeeee 


ITESe MELON o., etrek dusters aoe 


Por rO eee etre Sec e cere eerrrr Try 

eraeecennerevenvavavensuccuscneseeseveeeeeenva ide, VY CLE LLL sesccccnccerscssececsseesecees 
errr eee eee rere reer tereririrrrrrr rir r ri TTT) 
Poeceeeeee reer ee reer rrrerrrrrr err iri Ty Tir yy 


To New Owner—Same Truck. We hereby give notice of chan 
of ownership of above vehicle and license. Fee $1.00. 
FROM TO 


oonmceserseeseceneeeeeesesdasbessenoevenveecersesenesecceeeronesé | Soebecusueusouueseshnenegeguccsassaesebageccucssueessscossuin 


FPP CTSOROSSET ESOT STOS TORSO LOSE OEE SESE ODES DEAD EEHEEHORSEOO OS 


, , 9 -1950 pram <5 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


"LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
yistered under the provisions of THE VEHICLES AND HIGHWAY 
IC ACT, and that the owner has been granted permission, 
ursuant to the provisions of THE PUBLIC SERVICE VEHICLES 
ou ), to operate the said vehicle in accordance with the regulations of 
e Highway Traffic Board governing the classification as designed by 
he letter shown above. 

| If licensed as a Public Service Vehicle, in addition to goods ex- 
smpted from cargo insurance, the following, for which cargo insurance 
and bond has been filed, may be transported. 


MILK AND CREAM 


Certificate is not to be transferred without authority. 
OT Certificate must be framed with proper protection and 
carried in cab of vehicle. 


‘ot valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
ped by issuing Year Engine No. Weight W’' base. 


gine number lPORD 10000001 6000 oC000 
1949 8100 159 
MR. JOHN DOR 
EDMONTON, 
ALTA, 
Front Tires. Rear Tires. Max. Weight. Body. 


825-20D 20000 


This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 
(Transfer Form on reverse side) 
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- iceman Oe 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
agis ered under the provisions of THE VEHICLES AND HIGHWAY 
L IC ACT, and that the owner has been granted permission, 
uant to the provisions of THE PUBLIC SERVICE VEHICLES 
), to operate the said vehicle in accordance with the regulations of 
} Highway Traffic Board governing the classification as designed by 
: letter shown above. 
If licensed as a Public Service Vehicle, in addition to goods ex- 
pted from cargo insurance, the following, for which cargo insurance 
1 bond has been filed, may be transported. 


PROPANE GAS 


Certificate is not to be transferred without authority. 
VTE Certificate must be framed with proper protection and 
\ carried in cab of vehicle. 


t valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
ped by issuing 


in space below FORD l OC CEAOL. Weado ry 860 00 


plate number 1949 8100 159 
: MR JOHN DOE, 
EDMONTON, 
ALTA. 


Front Tires. Rear Tiges. 5 atpry. Weiggog Body. 


This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 
(Transfer Form on reverse side) 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) 


To New Truck—Same Owner. W.B. Fee................ Freight hes Se 4 4 
he cctv wie cines rate eaaeaan ee a: geen ee 3 
Serial vidsswechegs tte bes vieedes M..Mortgsine, 4 B..sBincssccoeenee 
1 Woof GE ip BRRPRE APRA eh na oe WW CIGTIE. .o/.-claccccaceacsat eee 
Pires? Prone) 30... cess Sabet Wheelbase i)... Wee 
Rear scanusceacmasnementand woMax, Weight snaccnesneeee 
DSU ATICS acre cfthbi he creasticrtl avn nea ype of Truck ...:..cacuen eee 
CBr Tn OG TH Se, ciackatauh acseteeaies vieescuestty takes License NO. ..ccecss.s-asodteeevane a 
Location Of Ferm: svvisstsienpscveoiiaisecsariseeticecadedeereey tance ae 
To New Owner—Same Truck. We hereby give notice of chang 
of ownership of above vehicle and license. Fee $1.00. 
FROM TO 


COMER LENSER OT SRRSOCURA ORION ERDAS OARS See SRR See Assen eKswQudenee | SqULes ebedesaNabeusssoncuvaives sak b yeu nuueseeeecnceseeccnaee 


(Vendorn Signature) (Purchaser’s Signature) 


sereesece SOOR OS CREROCeEdeeeseeCeEEDeeDoFODaDODEESOEEAD ESE DOSES ED! CO ODWemeseuserenoreesesoscssesenecsonenuaceesecoseceosesscees 


(Address ) ( Address) 


+ 


4 ‘a 2 | ib ifi ° 
TOS tee 


~GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
R IC ACT, and that the owner has been granted permission, 
uant to the provisions of THE PUBLIC SERVICE VEHICLES 
(CT), to operate the said vehicle in accordance with the regulations of 
} Highway Traffic Board governing the classification as designed by 
ne letter shown above. ~ 
If licensed as a Public Service Vehicle, in addition to goods ex- 
pted from cargo insurance, the following, for which cargo insurance 
ad bond has been filed, may be transported. 


CRUDE OlL 


Certificate is not to be transferred without authority. 
OT Certificate must be framed with proper protection and 
carried in cab of vehicle. 


Tot valid unless Make Serial No., . Mfrs. Cap’y. M.F. No. 
ped by issuing Year Engine No, Weight W'base. 


oy artes FORD 100cCCOl 6000 00000 
4 1949 8100 159 


; MR JOHN DOE, 


| EDMONTON, 
ALTA. 
Front Tires. Rear Tires. Max. Weight. Body. 
825-20D 20000 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
. unless otherwise cancelled by the Board. Chairman. 


(Transfer Form on reverse side) 


_ For Head Office Use Only 


OUR H eee e eee eee eee enen eee 


Reg nn Peewnshreees..ie 
Trans, Cert. NO. diinianne Freight Fee...... .... Se 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) 
To New Truck—Same Owner. W.B. Fee................ Freight Fee.......... “ 


MaKe .cncin canine Pa pmesti LEOT oesnacvacesasess danteceneehonveneees aden 
Baril basctis cbs teicla de ee eemeee ne koa MngiMe sities deen dua wail 
Man SxCAD ¥ cada aamen ee sess WCXRTAL. ccvuceyicsveeoueh mn noeeean ann “naa 
Tiress) Fronts hy. hen nec setemates i. Wheelbase \.....0.520. 0 ee a 
Rear rrsieiiametine sowMMax, Weight sssccnonnineenl wi 
LR SHP ATICE ay Sere ekeeee saisckotsauate severe Type Of TUCK \scd..cretene liveovrenveae 
OTNIMOCICNES woe Ai cdi ee: cecensd A ..License No. ...... esubeevnteeMOslead ane seed 


HOCAUION, OF MATIN ii cs. nic tevedidsnecksvasueeydoheuinenavenenettemeaetiots dudeh edvavaaphiweresoehvunedis oa 


To New Owner—Same Truck. We hereby give notice of che 
of ownership of above vehicle and license. Fee $1.00. 
FROM TO 
(Purchaser) (Block Letters) 
(Vendor's ucditire) it suvelnatt s Signature) 
(Address) mererewenenmnns 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC. BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
pgistered under the provisions of THE VEHICLES AND HIGHWAY 
: IC ACT, and that the owner has been granted permission, 
ursuant to the provisions of THE PUBLIC SERVICE VEHICLES 
CT), to operate the said vehicle in accordance with the regulations of 
e Highway Traffic Board governing the classification as designed by 
e letter shown above. 

If licensed as a Public Service Vehicle, in addition to goods ex- 
apted from cargo insurance, the following, for which cargo insurance 
id bond has been filed, may be transported. 


PETROLEUM PRODUCTS 


Certificate is not to be transferred without authority. 
Certificate must be framed with proper protection and 
carried in cab of vehicle. 


ot valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 
nped by issuing Year Engine No. Weight W’ base. 
e in space below 


plate number | FORD LOOOOOOL 6000 00000 
| 1949 8100 159 


MR. JOHN DOE 


EDMONTON, 
ALTA, , 
Front Tires. * Rear Tires. Max. Weight. Body. 
825-20) 20000 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 


(Transfer Form on reverse side) 


Fee Head Office Usa Gals 


Government of Alberta 
Highway Traffic Board 


Trans. Cert. No 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) ; 

To New Truck—Same Owner. ah Ln. eae Freight Fee......... F 
PEPE ciicsckanovcusussbicaea sabeeiaeae nana tetas SCRE ccsiivsitiiveoniessnnveceinn cee r 
Serial) ..ccccccacssscascden tte ete tices aes Engine ....0......02.. Dh vist ixtoneeeeee wee 
RUSE SC AD’ Y  cecatensx aon cath pesecie sseseareesseene pW CRBISE . x conaseyssicy-lsomdpnde den — 
Fives ORPONY Thin Neees a Oe ccdldaes »Wheelbase <2... thas oocbedll 

RGAl Sittin «Max, Weight-.siieccanmnnweee 
LEISME BIOS jin cygudle reds rcncdionete ae «ype Of TRUCK ..t.unneeeheee 5 Ps 
Commmigelities ys £32 Ub sissssenciccccansdtos License NO. 4sti0....20iiee ee . 
EOCAEON GIGI ANG ES otescscsessestexisesetecteaneunmther teens GONE sei acacnedscanncteneeer ae j 
To New Owner—Same Truck. We hereby give notice of chan, 
of ownership of above vehicle and license. Fee $1.00. 
FROM TO 


THT R TOO E SOOO OEE ETESEOE HOSED OOOO EEEEEREOETEHSEEEEH ERE EEEEEHE | ESSE HOE ee TEeeesS SECO ESEORa Ere sccesesseeersescsseseseeseseeenl 


(Vendor’s Signature) (Purchaser's Signature) 


FOROS CES DPSEOOOOORESOEEOOS OEE EOE SELODESOOEESEOCOSS OEE HEEE ED HES COPPOCH OOS OCDE CODES EOESOS ESSEC TOTES EEE EOE EESOSEEEEO ESOS eEeS 


(Address) (Address) 


B. 39. : ; 
a ‘ ‘fi A 
949 - 1950 smerny 


| GOVERNMENT OF THE PROVINCE OF ALBERTA 
HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
istered under the provisions of THE VEHICLES AND HIGHWAY 
RAFFIC ACT, and that the owner has been granted permission, 
jursuant to the provisions of THE PUBLIC SERVICE VEHICLES 
T), to operate the said vehicle in accordance with the regulations of 
Highway Traffic Board governing the classification as designed by 
e letter shown above. 

_ If licensed as a Public Service Vehicle, in addition to goods ex- 
pted from cargo insurance, the following, for which cargo insurance 
id bond has been filed, may be transported. 


GENERAL MERCHANDISE © 


Certificate is not to. be transferred without authority. 
OT Certificate must be framed with proper protection and 
carried in cab of vehicle. 


‘ot valid unless Make Serial No. , Mfrs, Cap’y. M.EF. No. 
ped by issuing Year Engine No. Weight W’ base: 


e in space below FORD LOOCCCO] 6000 Oocoo 


plate number 


ed. 1949 8100 159 


MR JOHN DOE, 
EDMONTON, 
ALTA. 


Front Tires. Rear TE 5 BR “SKAQO Body. 


This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 
(Transfer Form on reverse side) 


For Head Office Use Only 


Government of Alberta i ensé ssengrecereeanareneenscenr seal 
Highway Traffic Board -. seasenees 


CORE e rer eee een n arene eee eenet soe 


Peceeesccssesessrercsesevessevees AUASELIL LOL... 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) ‘ 

To New Truck—-Same Owner. A's a | - Freight Fee........ - 
BEBE 6 i... vasengoc toienunasumadaen at a nciahitunes WGA vices suuvstenivasiasasiaee ese 
WeEPial 55.4 tienes entree ane eee ET ZING © ore. scctectescasxeorecsdusyaet hae aa 
gs oka YR PN det EE He? WETS TG yn cansscavenceeevnaznanmed eae aaa ua 
Peres 4 Front es. Woes Nie chet toes te -Wheelbase ......1..5.:0:01:tong 

Rear scatters wMax, Weight -is:.iscscameeen 
EB SULGICE: co iinxadedeictieben acsdvaxenepsntetta bese «sl ype Of Tuck ....:....ancan eee oa 
COmmnod ties cicesiscuysscnscccsate eee Tieense NO, *....cc0at.esctsecetida Aaa a 


Location of Farm 


FORESEES STORES ESE W ATE SES OOOOESEEESESESEESESESESEEESESESOESSSE EERE SOCCSESE SESE ESESSSSSeeD + 
2 


To New Owner—Same Truck. We hereby give notice of chan 
of ownership of above vehicle and license. Fee $1.00. 


FROM TO 

naevsnisexs~ans inshaaueishacasaiiedsa mises tastes Gata cise RA eae Cet rinses iain a 
Re er me Pe RE Pal a sires eee aa 
otavens i STATO Oe aim a Mest ge een ae 


soreeaesovvcs 


me NS 


Me eee! ese 
ae Sin eet a ae Beis yes CDODO bon 


GOVERNMENT OF THE PROVINCE OF ALBERTA 
. HIGHWAY TRAFFIC BOARD 


LICENSE REGISTRATION CERTIFICATE 


This is to certify, that the motor vehicle described herein, has been 
gistered under the provisions of THE VEHICLES AND HIGHWAY 
IC ACT, and that the owner has been granted permission, 
jursuant to the provisions of THE PUBLIC SERVICE VEHICLES 
>T), to operate the said vehicle in accordance with the regulations of 
e Highway Traffic Board governing the classification as designed by 
2 letter shown above. 

| If licensed as a Public Service Vehicle, in addition to goods ex- 
mpted from cargo insurance, the following, for which cargo insurance 
ind bond has been filed, may be transported. 


4 


Livestock and farm produce 


Certificate is not to be transferred without authority. 
Certificate must be framed with proper protection and 
carried in cab of vehicle. 


\ 
! 
a 
2 
Not valid unless Make Serial No. Mfrs. Cap’y. M.F. No. 


ped by festa Year Engine No.: Weight W’ base. 
ice in space below ; 
plate number FORD 10C0C001 6000 OOCOO 


1949 8100 159 


ed 
\ 
| 


MR JOHN DOE, 


| EDMONTON, 
ALTA, 
Front Tires. Rear Tires. Max. Weight. Body. 
825-20) 20000 
This Certificate expires March 31, 1950, G. H. N. MONKMAN, 
unless otherwise cancelled by the Board. Chairman. 


(Transfer Form on reverse side) 


For Head Office Use Only 


Government of Alberta License No............cescsesseeseoes } 
Highway Traffic Board aE a 


teececccceseseccssesesesvesssssesd LUEIEIIL POO... 


asset reve wee eegeoreeresesus seat 


Leave this space blank. 


APPLICATION FOR TRANSFER 


(to be completed by applicant or issuer) ; 
To New Truck—Same Owner. 4 an ee Freight Fee..........., 
WO vss cag ccesnaurnikemunmmn tana poe K GBT’ .ccasvenvasqainaiengnegaeuiere tien gee aaa 
2 | Ae ee SR SERIES AR ROR Ae 8 AEG  siniseesaceacetencdaapacaee eee 
IN EES OY cnc Perec eae anion see W CIBC nsenenaze-ciyrcaashneal eee 
Wives: USPOMG Ss... hime tee ee ee » Wheelbase i... 2:0. diene ee 


Se venrcervvosevevesesesccovocosse sete ee eeeeenacedhs VV CABELL cccccccccesecsscccecesccesusancnevautl 


SOE RETR we eee tesa eee E neces eee eeee setts ee se seees 


CONN O eee eee eeeeereeteees 


SOREO Pere wee e eee ree enn esenese sees ueeenes 


SSOP S SS EOES EDD Cee ERE EEE eS Eee SEEEO ESOS EL OSEEOESTESE EEO EEOESSEOSESOOSSESS EEE OEOS SESS EEESOE Se eEnens 


‘To New Owner—Same Truck. We hereby give notice of cha 
of ownership of above vehicle and license. Fee $1.00. 
FROM TO 


SOLO SAS EAPO SOAHLNNONEREELONRCRECROCNSM AAA MENS Sa eRtKE SAREE CSenceeH I Sushed ees ReeERGeue NaN sas aesdewsuvevas wuss sabeadesauneniaee 


OFC OOCORHCCDODEDECOT OES TSO RETO DSSEOSE ESS OSSEOOEEES CORSO SENSED ES 


(Wonders Signature) ( Purchaser’s Sicnatuee 
(Address) (Addreas) 
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= 13352 - Mr, Harries 


MR. FRAWLEY: @. This brief is in a little 
different class as compared to the other briefs. It 
presents no grievance or any anomaly in the freight 
rate structure. Perhaps a very short word from me 
might indicate why it was presented. I think I said 
to the Board a few days ago that I found, as I went 
through the original hearings, there were pretty 
continual references to Alberta as a place where the 
motor carrier industry was unregulated as to rates. 
My position is: That there is a perfectly satisfactory 
state of affairs in Alberta notwithstanding that fact, 
notwithstanding that admitted fact. So I thought it 
would be well if we presented a brief which contains 
the story of the industry and outlines what the 
situation is, generally speaking. 

THE CHAIRMAN: Does it require any evidence? 

MR. FRAWLEY: It really requires no evidence 
at all, but Mr. Harries is prepared. He prepared the 
brief and he is here for cross-examination. 

MR, FRAWLEY: @Q. Is there anything at all 
which you want to call attention to, Mr. Harries? 

BOL Gdonneregninkssos 

MR. SINCLAIR: This is moving at a pace which 
just staggers me. 

THE CHAIRMAN: It does no more than what 
Mr. Frawley says it does. 

MR. SINCLAIR: If he is merely filing the 
brief as a matter of information. 

MR. FRAWLEY: It justifies the situation as 
it exists in Alberta today. If you have anything to 
question in that situation, you operate some trucks 
out there -- 


MRVOSTINCLATR® LErthée: briefristiited: ase matter 


4% 
soit bomeuata pg open ton 
ae fe ty i) ¥Ga, wate Om. 7 


ae Te: 
he BAY 


Bf NOEs eaq? gi 


t, ae, 


re Pug fae | em ?, 


> Tee a Bas a ie Ar 


oe 

vat ts 2 | 
in 
eee, 


HH 


SPracho = Mr. Harries 


of information for the Commission, I am certainly not, 

on behalf of the Canadian Pacific += I am sure to spend 
some considerable time asking Mr. Harries questions 
because I might disagree with the brief statement in 

this brief, and I am sure that my friend Mr. O'Donnell 

on behalf of the Canadian National would also like to 
ask questions on this brief, if it is going to be uttered 
as a matter of information as an Alberta statement. For 
instance, as I just leaf it over, I notice it has general 
merchandising zones. 

MR. FRAWLEY: What page is that? 

MR. SINCLAIR: Page 3 shows number of public 
service vehicles as 3,806. I think in Alberta there are 
quite a few exceptions to the loads that have to pay 
regular P.S.V. licences. Isn't that right, Mr. Harries? 
There are exceptions for hauling certain types of farm 
produce and things like that, from the usual regulations 
of the Board? 

THRE WITNESS: You have your classification of 
licences as we point out in Appendix B. 

THE CHAIRMAN: Pardon me. I want to ask Mr.Covert 
&® question. Since we have to adjourn at precisely 4.45 
today on account of appointments, have you anything to 
suggest? 

MR. COVERT: I think Mr. Sinclair does not want 
to be put in a position that, because of failure to cross= 
examine, he is admitting anything. If Mr. Frawley says 
Mr. Harries is going to be back here in January == 

MR. SINCLAIR: That would give me an opportunity. 
That would be satisfactory. 

MR. COVERT: Before we adjourn, we have about 
three minutes, and I want to make sure whether or not 


Mr. Frawley was putting in that amendment on Industrial 
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Location, whether it had been put into the record. 

MR. FRAWLEY: Oh, weltwelet us be, centain. 
I would like to ask that that amendment will be put 
into today’s record at this poing, .so.that iti.wid) 
appear in the record. It reads: 


"Revised 9th December, 1949. 


INDUSTRIAL LOCATION IN ALBERTA 
AND THE PRESENT RATE STRUCTURE 


Proposed Statutory Changes 


(1) Rate Relationships 
New Section 321 A 


The Board shall, upon application by an 
interested party or parties, establish rates on 
raw materials and rates on products made in whole 
or in part from such raw materials in such manner 
that the relationship between the rates on raw 
materials and the rates on products made therefrom 
shell not per se discourage the processing, manu- 
facture or other conversion of such raw materials 
at or near the point of production of the raw 
materials; provided that the onus shall be upon 
the applicant to satisfy the Board that the 
existing rate relationship discourages per se 
the processing, manufacture or other conversion 
of such raw materials at or near the point ofe pro=- 
duction of such raw materials; and provided further 
that the establishment of any such rate relation- 
ship shall not result in an undue or unjust 
differential between the raw material rates so 
established and the rates on similar raw materials 
or between the product rates so established and 


the rates on similar products; 


(2) Stop-Off Privileges 
New Section 316 A 
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Upon complaint by any interested party that 
any railway company has refused to accord to the 
complainant @ stop-off privilege or an inetransit 
privilege, the Board may order and direct the 
company to accord such privilege subject to 
such terms and conditions as to the Board may 


seem just and reasonable. 


(3) Developmental Rates 
New Section 316 B 


Every tariff publishing a rate, other than a 
competitive rate, made for the purpose of 
assisting industry shall contain a condition 
fixing the period during which such rate shall 
remain in effect and such rate shall not be 
renewed except for such period of time as the 
Board in its discretion may declare to be 


necessary or advisable." 


THE CHAIRMAN: That is the amendment we already 
have? 

MR. FRAWLEY: It is the amendment in respect 
to industrial location in the Alberta brief. 

MR. COVERT: I thought it would be a good thing 
to have it in the record. 

MR. FRAWLEY: Yes. I hunted it up just about 
noon, sir. 

MR. COVERT: There was one == 

MR. FRAWLEY: You suggested it would be well 
to put ft in so “that ib could be the subject of 
observations. 

MR. COVERT: There was one thing more, 
Mr. Chairman, and that is: There was 4 brief sub- 
mitted from the Saskatchewan Association of Rural 


Municipars ties. “ALI it fs: is an endorsation of the 
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Saskatchewan brief, and I just wanted to have it 
taken into the record as read. I think they have 


seen it. The brief reads: 


The Executive of the San tC ohexan Association 
of Rural Municipalities begs leave to record with you 
the Association's unqualified endorsement of the sub- 
missions and recommendations contained in the brief 
on the question of Railway Freight Rates which has 
been prepared for presentation on behalf of the 
Saskatchewan Government. Since the initial 
application for higher Freight Rates was made by the 
Railways, over three years ago, the Saskatchewan 
Association of Rural Municipalities has been repre- 
sented on the Saskatchewan Government's Advisory Com- 
mittee on Freight Rates, and has thus been associated 
with the preparation of the Saskatchewan brief. In 
view of this fact it was decided that an endorsement 
by our Association of the Saskatchewan Government's 
brief would serve the same purpose as & separate sub- 
mission by the Association, without burdening the 
Commission with a review of additional material, much 
of which would be largely 2 repetition of what has 
already been submitted by the Saskatchewan Government 
or other interested bodies. We trust, therefore, that 
this brief submission on behalf of the Saskatchewan 
Association of Rural Municipalities will be received 
and considered in that light. 

The Saskatchewan Association of Rural Munici- 
palities is a municipal service organization, supported 
- by voluntary membership of the rural municipalities, and 
our annual membership has, for many years, included all 


of the 303 organized rural municipalities of this 
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Province. The officials of these local self-governing 
unitsnere) ctoselysein  touchswithslocal condi tidnsiand 
Sentiment, and the voice of the Association may, 
therefore, be rightly regarded as substantially repre- 
sentative of the collective views of Saskatchewan's 
rural population. The relative weight of that rural 
Opinion may be judged by the fact that, according to 
figures contained in the latest report of the Departe- 


ment of Municipal Affairs, slightly more than sixty 


per cent of Saskatchewan's total population is rural. 


In this connection it is significant that since the 
request for higher freight rates was first brought 
forward resolutions opposing a general increase in 
freight rates have been passed at each of our Associae 
tion's annual conventions. 

The particular interest of the rural munici- 
palities in the question of Railway Freight Rates is 
fairly obvious. The revenues of the rural munici- 
palities are derived from land taxation and the ability 
of the municipality to finance the services which it 
is required to provide is regulated by the tax-paying 
ability of its ratepayers. When they are able to pay 
their municipal levies the municipality is able to 
take care of its wider obligations. When the tax- 
paying ability of the rural ratepayer is impaired or 
Wiped out through crop failure, low prices or other 
adverse economic conditions, the result is quickly 
reflected in a corresponding impairment of the 
PAnenCtal abViityror the municipality... Eteteliows 
that anything which tends to affect either the income 
or the production costs of the farmer is of direct 
concern to the rural municipalities, and freight rates 


ie ant tem whicn Tallis within that classification. 
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While increased freight rates, without 
compensating price controls, will be reflected in 
varying degree in the living costs of all residents of 
Saskatchewan, the farmer is in 2 particularly vulnerable 
position by reason of the fact that he must pay in- 
coming transportation charges on the necessities of 
life and the instruments of production, and must 
also pay outgoing transportation charges in 
conveying his products to market. The importance of 
Freight Rates in the agricultural economy of 
Saskatchewan, therefore, assumes proportions of con- 
siderable magnitude. It should be recognized, also, 


that,as agriculture is the basic industry of 


Saskatchewan, the comparative prosperity of other 
people engaged in business, professional or industrial 
pursuits is largely dependent upon the economic 
stability of the farming industry, and that from this 
viewpoint anything which affects our agricultural 
economy is of very vital interest to our province 4s 

@ whole. 

As this submission is primarily an endorsement 
of the Saskatchewan Government's brief it is not our 
intention to attempt any further enlargement on 
specific points, other than to urge that in considering 
the whole issue of Railway Freight Rates due recog- 
nition should be given to the importance of 
Saskatchewan agriculture in our national economy, and 
to the economic handicap under which Saskatchewan, 
as an agricultural province, has laboured by reason 
of its location within the Dominion. 

We bespeak your recognition of this endorsement 


of the Saskatchewan Government's brief and trust that 
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the results of the researches and deliberations of 


the Royal Commission on Transportation will be reflected 


in the development of sound and equitable policies 

with respect to both the level and the distribution 

of transportation costs throughout the Dominion. 
Respectfully submitted on behalf of the 


Saskatchewan Association of Rural Municipalities. 


MR. COVERT: I believe Mr. Barry wanted to 
speak for one minute. 

MR. BARRY: I do not believe we got any copies 
of the amendment made this morning by Mr. Frawley, 
except of the new one with respect t¢ industrial 
location. 

MR. COVERT: That is the ons. 

MR. BARRY: Could not the other two be 
inserted in the record as well? 

MR. FRAWLEY: That has already been done. 
They will appear in today's transcript, the revision 
known as3l3-A and 314-A, as well as the one Mr. Covert 
has just spoken of. They will all be in today's 
transcript. 

THE CHAIRMAN: We now stand adjourned until 


Monday morning. 


m--At 4.45 p.m. the Commission adjourned until 
Monday, December 12, 1949, at 10.30 a.m. 
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